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BANKS AND SPECULATION. 


Within a few years speculation has swelled enormously. 
Once it seemed to be confined mainly to the stock exchange, 
but it has now fastened itself upon a great variety of objects. 
Mining stocks, because of the constantly varying productive- 
ness of the mines they represent, are peculiarly adapted to 
the witchery of speculation. But bread-stuffs, cotton and 
petroleum have also come under the manipulation of the 
speculator, who is demonstrating his omnipotence to regulate 
their price in a manner very uncomfortable to the regular 
dealer and consumer. 

The creation of exchanges for the sale of these com- 
modities has done much to increase the speculative move- 
ment. The process of bidding against one another in open 
market is one which can be easily taken advantage of by the 
bold operator to advance or depress prices. He can make 
prices by the aid of the machinery of the exchange, when he 
would be powerless to do so if no such thing as an exchange 
existed. 

It is true, speculation is not confined wholly to the com- 
modities bought and sold at exchanges. ‘‘Corners’’ are 
effected in other things occasionally; coffee, opium, quinine, 
and even peanuts have been cornered several times within 
a few years. Nevertheless, speculation is confined chiefly to 
those things dealt in at the established exchanges. A corner 
in butter, cheese, or arrowroot, is a pretty small affair com- 
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pared with the gigantic operations of the produce exchange, 


the consequences of which are felt far and wide. 


The following table, taken from the Pwdlic, is a striking 
illustration of the extent to which speculation went in New 
York, last year in the articles mentioned. The first column 
of cotton sales represents actual sales, while the other re- 


presents “futures” or speculative 
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Grosvenor, in analyzing this table observes 
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that, 


“supposing that all the cctton sold had brought about the 
present price, which is not far from the average for the 
year, the cost would have been about $18,600,000 for cotton 
that did exist, and $1,728,950,o00 for cotton that did not 


exist at all. 


The wheat would have cost less than $60,000,000 
for the wheat that did exist, and $600,000,000 or more for 
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wheat that never grew. Real corn cost about $32,000,000 ; 
phantom corn cost about $ 133,000,000, Visible oats may 
have cost $5,000,000, while invisible oats cost $17,000,000 or 
more.” The enormous disproportion between the value of 
legitimate and speculative sales in these products, based on 
the foregoing calculations, are shown by the following very 
suggestive table: 








Gambling. Trade. 
Ee $ 1,729,0C0,CO0O $ 18,600,000 
ee Wan 0 6600060086008 ect emesescene 4000, 000 60,000,000 
ike eeeeeeenkensebaneeenenes 133,000,000 32,000,000 
BP Ws 0:66 6006 00000064 cecensncesaqess 17,000,000 5,060,000 
ii00 hess ene sessnennenes $ 2,479,000,000 $ 115,600,000 


The evil consequences of carrying speculation so far are 
very apparent. Setting aside the moral consequences, the 
diversion of funds, the destruction of character, the agitation 
of mind and unfitness for business, there are other losses 
of a very grave nature. In the first place, those who 
desire to engage only in a legitimate business are sub- 
jected to new hazards, from which they would, if possible, 
gladly escape. They would buy with the view of making 
only a reasonable profit, quite content with getting that with- 
out the stimulus of acquiring extraordinary gains. But with 
the constant rise and fall of products, they do not know when 
to buy or sell. The utmost prudence and foresight go for 
naught. The speculator with plenty of money is able to defy, 
for a time at least, all ordinary causes which, except for his 
action, would affect the market. Not long since the price of 
petroleum was driven up to a very much higher figure, and 
kept there for a considerable period in the face of a pro- 
duction largely exceeding the demand, and a supply large 
enough to last a year even if no more were produced. All 
calculations, therefore, founded on natural events, however 
well reasoned out, are never safe. Thus with the exercise of 
the utmost wisdom and energy in the management of one’s 
business, it nevertheless often becomes extremely hazardous. 

How speculators may derange the market has teen clearly 
shown by their operations during the last few months in 
driving up the price of breadstuffs in the full blaze of a large 
surplus. It is true that a portion was wanted abroad, yet 
there were other markets beside ours whence supplies could 
be obtained. From California, Russia, Egypt and India 
wheat could be had to fill the European vacuum, and per- 
haps all or the greater portion that was needed. But tak- 
ing advantage of the fact that a part of our surplus would 
thus be required, speculators forced up prices to an abnormal 
height and thereby checked exports. For months these have 
been much smaller than they would have been had specu- 
lators not controlled the market. Indeed, our exports thus 
far hardly exceed the unsold surplus of the crop of 1880. 
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But to execute these vast speculative enterprises money is 
needed, and the one who has tke most is pretty sure to suc- 
ceed. In many cases it is essentially a matter of betting, 
and he who can bet the highest, and put down the money 
required, is sure to win. 

Whence comes the money that is used in speculation? 
From various sources, but too often it is supplied by banks. 
Higher rates of interest tempt them to withdraw it from 
legitimate business and to loan it to speculators. One reason 
why the banks loan so much to stock speculators is because 
it can be quickly demanded. As depositors may call for it 
at any time, banks wish to keep it where they can get it 
without delay. Moreover, when interest is allowed on depos- 
its, as is often done, of course it must be loaned, and call 
loans furnish the most profitable field for investment. But it 
has long been contended that banks ought not to allow in- 
terest on deposits, nor loan money on call. If they did not 
the former thing they would be less inclined to do the 
latter. | 

It betokens a sad condition of things when speculators can 
afford to pay more for money to be employed speculatively 
than those engaged in legitimate business can for its use. 
Yet this unhappily is the fact. For months the rates of in- 
terest have been high, because speculators were employing so 
much. Had speculation been less rampant for the last six 
months there would have been money enough to supply all 
the wants of business at reasonable rates. They have made 
money scarce, sometimes artificially, but oftener by getting it 
to buy and hold cotton, wheat and other products for the 
purpose of forcing up prices. 

It would be very unfair to accuse all the banks of doing 
these things; on the contrary, there are very many that do 
not. They are stoutly opposed to paying interest on deposits, 
and to loaning money to speculators. They still maintain the 
sound idea that their funds should be loaned to those only 
who are engaged in mercantile pursuits. But this cannot be 
said of all of them. How egregiously did the Pacific Na- 
tional Bank of Boston sin in this regard. A vast sum, many 
times larger than the law prescribed, was loaned to one man, 
and he a notorious speculator. The fortunes of the bank 
then rested upon the success or failure of the operations of 
this single borrower. 

Two things can be done to diminish the spirit®of specula- 
tion: one is to abolish calls at the exchanges; the other is 
to prohibit the loaning of bank funds to speculators. Some 
have contended that as the gambling fever is markedly de- 
veloped in the American people, perhaps it might be well 
enough to suffer the stock exchanges to continue on their 
present plan, and thus allow the gamblers to drain off ail 
their money and energies into that sink, and this idea is de- 
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serving of consideration. It is affirmed, too, that less de- 
rangement to business would occur from the continuance of 
speculation in stocks than in other things. 

Admitting the truth of these observations, surely specula- 
tion in breadstuffs and other necessaries of lite ought to be 
prevented if the law be powerful enough to effect such an 
end. After the experience of the last few months there 
should no longer be any hesitation in attempting to check, 
and if possible destroy, this monstrous evil. The numerous 
and grave consequcnces resulting from it are patent to every 
one. There is no subject more worthy of legislative action. 





PROSPECTIVE FINANCIAL LEGISLATION, 


It is evident that financial measures are to fill a promi- 
nent space in the debates of the present Congress. Sec- 
tional strife has died away, and our foreign relations, except, 
perhaps, the Panama canal controversy, will hardly furnish 
themes for discussion. Several measures directly affecting 
the pockets of the people, have already been introduced, 
with the promise of more to come at an early day. 

It is to be regretted that hitherto Congress has shown so 
much ignorance and indifference in considering financial mat- 
ters. The members who devote much attention to an inves- 
tigation of these questions are few. While that body has 
always been plentifully sprinkled with men possessing an 
extensive knowledge of law and other subjects, too often a 
painfully inadequate comprehension of financial questions has 
been displaved. It is true these have occupied so large a 
place in recent years that perhaps more members have some 
sort of knowledge of them than ever before; yet even now 
those who have sought to acquire a mastery of the finan- 
cial condition and needs of our country may be easily 
counted. 

The measures which are most likely to engage the atten- 
tion of our legislators relate to the tariff, banking and re- 
funding. Already has Senator Sherman introduced a measure 
concerning the refunding of a portion of the National debt, 
the text ofwhich, as reported by the Committee on Finance, 
was published in our last number. But to this amendments 
have been offered, one of which directs that the specie be- 
yond $100,000,000 in the Treasury shall be applied toward 
paying the debt. The object of this amendment is twofold. 
It is to prevent too large an accumulation in the Treasury, 
and to discharge a larger portion of the debt bearing in- 
terest. It is a grave responsibility surely to impose on the 
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Secretary the duty of determining the amount of the reserve 
that shall be kept to redeem the legal tenders, and the disposal 
of the surplus revenue. Well might he ask Congress to narrow 
this responsibility somewhat, certainly to the extent of hav- 
ing that body declare how much shall be retained as a re- 
demption fund to pay the legal tenders. Nor can we per- 
ceive any danger in fixing the ordinary amount that should 
be kept in the Treasury to meet the current expenditures, 
although, of course, such a limitaticn should be made with 
reference to the varying receipts and expenditures at differ- 
ent seasons of the year. 

The reserve fund @estimated by deducting from the cash 
in the Treasury the aggregate of current liabilities except 
the legal-tender notes. These liabilities include coin and cur- 
rency certificates, balances subject to the checks of disbursing 
Officers, funds for redeeming National-bank notes, unpaid 
interest, outstanding checks, matured bonds and interest, the 
balance due to the Post office Department, old debts, undis- 
tributed assets of National banks that have failed, and other 
smaller items. Except the coin and currency certificates, 
these obligations are wideiy scattered and slowly presented. 

The Treasury has usually assumed a reserve of forty per 
cent. for the legal-tender notes, and one hundred per cent. 
for the other liabilities described. But it must be apparent 
to any one who looks into the subject that a very much 
smaller reserve would be ample security against all demands 
by the holders of these unpaid obligations. The remarks of 
Mr. Gilfillan, the United States Treasurer, in his last report 
on this point are worthy of serious consideration. 


So far as the gold, silver and Clearing-house certificates are con- 
cerned, it is necessary, under the laws authorizing their issue, that 
their full amount should be set aside in gold, silver and United 
States notes, respectively, as funds for their redemption; but as to 
the other liabilities no such obligation exists, and it is submitted 
that no higher reserve is required for their protection than is re- 
quired for the protection of the United States notes. In the 
changed condition of trade and commerce, unless some calamity 
shall overtake the nation, there seems to be no probability of a run 
upon the reserve of the Treasury. The total demand for coin in 
redemption of United States notes has aggregated since resumption 
but $12,029,086, and no notes whatever have been presented for re- 
demption since February, 1881. 

Should there ever be arun on the specie reserves of the Treasury, 
the United States notes will be made the basis of the demand, and 
not the other matured obligations which compose the very varied 
current liabilities of the Government mentioned. 


Whatever financial legislation, therefore, may be the fruit 
of the present session of Congress, an application of a larger 
portion of the surplus toward the reduction of the debt and 
the interest account would be wise economy. It is desirable, 
too, for Congress to decide how much shall be kept as a 
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reserve fund to redeem the legal-tender notes, as well as 
the other current obligations of the Government. 

In respect to the merits of Mr. Sherman’s funding bill, 
we have already discussed the subject in a previous number. 
The measure is certainly premature. Congress should do 
nothing more about funding until it is settled whether the 
taxes are to be diminished, and if so, to what extent; and 
also the question of expenditures. The more the subject is 
turned over the more clearly does it appear that the main 
object in enacting a three-per-cent. funding bill is to tie up 
the Government so that it cannot get hold of its debt and 
pay it. 

Mr. Buckner, who was Chairman of the Committee on 
Banking and Currency at the last Congress, has introduced 
a couple of bills, the leading features of which we have 
given elsewhere. It will be noticed that instead of substi- 
tuting legal-tender notes for the bank notes, which he would 
have withdrawn, he proposes to substitute Treasury notes. 
This proposition marks a step in advance of those who 
have favored a substitution of greenbacks in place of the 
National-bank circulation. Of course the taking of Treasury 
notes by public creditors would be purely voluntary, but still 
their issue in the form proposed by Mr. Buckner is open to 
the same constitutional objection urged against the legal 
tenders. John C. Spencer, the third Secretary of the Treas- 
ury during President Tyler’s troubled administration, pro- 
posed the same thing, but a committee of Congress pre- 
sented such cogent reasons against the constitutionclity of 
the measure that it was easily killed. What will be the 
fate of Mr. Buckner’s measure remains to be seen. 

In respect to the revenues, three currents are observable, 
running in different directions. One is toward a reduction 
of taxation and a slower payment of the debt; the other 
two would not disturb much the present rates of taxation, 
but would change the destination of the National income. 
There are many who stoutly adhere to the policy of dis- 
charging the debt as rapidly as possible, while others would 
maintain the present rates of taxation, but dissipate the 
revenues in other ways. It is to be feared that those in 
favor of this latter policy are growing in numbers and influ- 
ence. A great variety of schemes are hatching to accomplish 
this end. One is to separate the appropriations for improv- 
ing the Mississippi river from the bill in which they are 
usually put, and frame an entirely new bill for them with 
the expectation of magnifying the importance of this great 
water route, and securing very much larger sums for im- 
proving its navigation. Then a strong effort is making to 
reconstruct our navy, which; if undertaken, will absorb many 
millions. The pension fraud seems to bea fathomless abyss, 
and hundreds of millions will undoubtedly be required to 
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fill it. Of course it is impossible to make any estimates of 
the vast sum that will be thus needed; but those who have 
tried to dive the furthest into it, are the most gloomily 
confident of the enormous sum that will be sunk there during 
the next few years. Others are tasking all their powers to 
devise methods of diverting the public revenues into new 
and questionable channels. 

The indications are that the revenue laws will not be es- 
sentially modified; the danger is that the revenues will be 
frittered away in foolish and corrupt undertakings. While 
a public debt cxists every dictate of wisdom points toward 
paving it as soon as possible without oppressing the people; 
and it would, indeed, be a sad story if the splendid surplus 
now accruing to the Government should in the future be 
thrown away and the debt be suffered to remain. The most 
serious task before the present session evidently is to prevent 
unnecessary appropriations. 





THE GOLD QUESTION AND THE BANK OF FRANCE. 


[ TRANSLATED FROM THE L’ECONOMISTE FRANCAIS. } 


About three months ago, when the financial public was a 
prey to a grand prejudice, a sort of anxiety relating to the 
drainage of European gold for America, we published an 
article that had for its object to point out the causes 
which had excited these wild alarms. Many persons imagined 
that the rate of discount was going to be _ successively 
changed at London, and perhaps at Paris, by: sudden and 
continuous advances to seven, eight or nine per cent., that 
it was going to result in sinking in the market personal 
values, and that we were going to see Paris and London 
destroyed by a crash such as had happened at Vienna and 
Berlin some years ago 

These ultra-pessimistic prophesyings seemed exaggerated to 
us; we did not believe in a sharp, violent crisis, but an em- 
barrassment of longer duration, which, without profoundly 
affecting the economic organism of the Old World, would, 
in a certain measure, be felt for a long time. Here is the 
comment we expressed on this subject in our number of 
September 3d: ‘What we are calling a monetary crisis will 
be a chronic malady which will last for years. There is a 
country growing more rapidly than any others; this country 
should naturally draw to itself, in some constant sort of 
way, a part of the metallic money which is annually pro- 
duced ; and if this yearly production of. specie is insufficient, 
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it should take a portion of the specie of old countries.”” Our 
conclusion was, that for several years the rate of discount— 
the interest on floating capital—would be more variable and 
more enhanced than it had been formerly. 

We recall these lines because they seem so true, and also 
that in the end we may not be put in opposition with our- 
selves. Three months ago in defending the foregoing opin- 
ion, we combated the pessimistic exaggerations of certain 
newspapers; to-day, in maintaining the same opinion, we are 
combating the very eager and superficial optimistic previs- 
ions of the same journals. It is said to us on all sides 
to-day that there is no longer a monetary question ; that the 
overtures of the next year, the rate of discount and the rate 
for carrying will decline; it may be remarked that a couple 
of millions of gold are returned each week, sometimes half 
a dozen millions, into the vaults of the Bank of France, and 
the conclusion may be drawn that we will soon see the day 
when the discount and rates for carrying will be as low as 
during the periods of 1874 and 1879. Ah well! we think that 
these advances are wholly erroneous, and that the event will 
belie them; not suddenly, since we have never believed in a 
sudden and violent crisis, but a slow and continued move- 
ment, since we have settled that the monetary situation 
of Eastern Europe may be likened to a chronic malady to 
embarrass us for many years. 

Our opinion is that we will not see for a long time the 
low rate of discount and the low rate for carrying to which 
we were accustomed in 1874 and 1879. To believe that the 
rate of discount would be lowered very soon and maintain 
itself for a considerable period at three and a-half or three 
per cent., I do not say at two and a-half and two per cent., 
is to lose sight of the economic situation of the world. The 
probabilities are that it will oscillate during the following 
years between a minimum of four per cent. and a maximum 
of six per cent., and that it will approach to five per cent. 
as a central point. We say the probabilities, for, without 
doubt, it is impossible to foresee with absolute certainty, 
but the indications that we have come to are those which 
present themselves to the mind of all reflecting men know- 
ing something of the world. 

That which suggests to us this opinion is entirely derived 
from observations. Nothing is more complex than the mon- 
etary and financial situation. It is a habit to speak only 
of the United States, and certainly the United States play a 
grand rvo/e, but they are not the only element in the situa- 
tion. In respect to the United States, it is almost certain 
that for a very long time they will be related to Europe as 
demanders of precious metal, not in such enormous and 
sudden proportions as they have drawn for a year or for the 
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last six months, but almost in a continuous manner. Here 
is a country which has to-day 52,000,000 of inhabitants, that 
receives yearly 700,000 or 800,000 immigrants, who cover 
an indefinite and cultivated surface, adding in value new 
millions of hectares every year; this people need the in- 
struments of exchange in proportion to the development of 
population and of its riches, in proportion also to the dif- 
fusion of the number of inhabitants over an enormous space. 
The difficulties of gathering the harvest occupy here only a 
secondary and transient place; the important phenomena is 
the rapidly increasing movement of a population already 
considerable. America has already absorbed much gold, and 
it is probable that she will absorb more. From an approximate 
estimate by the London conomist we borrow this account: 
In the summer of 1881 the United States held about 140 
millions of pounds sterling of gold, although they had only 
100 millions sterling in 1880, and only eighty millions ster- 
ling in 1879. Notwithstanding this enormous accumulation 
of their metallic money, we did not see that the vaults of 
the banks of the United States contained very much more 
than in 1879. The third of December, 1881, the associated 
banks of New York had a metallic reserve of 11,060,000 
pounds sterling against 10,900,000 pounds sterling the 4th of 
December, 1880, and 10,900,000 pounds sterling, or exactly the 
same sum as the 6th of December, 1879. Notwithstanding 
the enormous augmentation of metallic money in the United 
States from 1879 to 1881, the reserve of the banks of New 
York did not increase only in an infinitesimal figure. It is 
true that the reserve of the Treasury was augmented con- 
siderably, but by far the larger portion of the accumulation 
of specie was put into circulation where it was needed, es- 
pecially in the agricultural States of the West, where the 
population is very scattered and not able to economize the 
use of the precious metals like the large cities of the East. 

The United States are not the only people of the New World 
who are developing, and who, for a long time will have the 
appearance in the cyes of the Old World as a demander of 
metallic money. Almost all the people of the New World 
are in the same case. Glance over them. Here is Mexico, 
whose progress, it is said, has been considerable in these 
latter years. A grand National bank has been founded there 
with French capital, which says that it will be necessary to 
bring French and European capital into that country. Lower 
down and skipping over Central America we reach Columbia, 
where there is a gigantic enterprise, the canal of Panama, 
which will attract European capital, and call for an outflow 
of metallic money. The currency of the Sta‘es of South 
America is, in general, forced; but their economic situation. 
which has been disturbed by a violent crisis, is now improving, 
Brazil and the Argentine Republic, are developing their re- 
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sources. Peace will be made between Chili and Peru and 
these two States will renew their economic activity. All de- 
velopment of the economic life of these countries, in the 
period of youth, unless still in infancy, draw an increase of 
support from foreign capital. 

It would be erroneous to consider the New World only as 
summoning capital, and, in a measure more or less strong, 
the metallic money of more ancient socicties. There are in 
Europe, old long-stagnant countries, but poor if not miser- 
able, which are returning to activity and usefulness. This 
is the case in Spain, in Portugal, in Italy, in Austro-Hungary, 
in Greece, the countries detached from Turkey; such perhaps 
will be the case with Turkey itself. This is, undoubtedly the 
condition of Egypt, which, though not a European country is, 
notwithstanding, approaching the countries we have named. 
All these countries in which life begins to reappear stand 
face to face with England, France, Belgium and Holland, as 
demanders of metallic-money capital. Italy, at this moment, 
is seeking in an imperative way to arrange with a tender- 
ing party for a loan. But Austria-Hungary, Spain, although 
not calling so loudly, nevertheless, are acting the same 
Way. 

At the same time that the activity of the great and small 
rich nations incline themselves so liberally toward the former 
beggars of the rest of Europe, the industrial movement is 
developing in the bosom of the rich people themselves ; in 
England this may be proved; there is in that country a very 
marked improvement of affairs, this appears to be so in Bel- 
gium. Perhaps this new awakening is less noticeable in 
France; nevertheless, it is manifested in certain grand 
branches of production like metallurgical industry. 

It seems then that floating capital is, at this moment, 
seeking everywhere to emigrate or be fixed, and, on the other 
hand, the metallic money of old and rich countries is going 
into new rich countries, or ints old countries previously poor, 
which are beginning to revive. There is at the same timea 
monetary question and an industrial question which are en- 
tangled ; the result of this complication is that one cannot 
foretell very long in advance the price of discount and the 
rates for carrying—in a word, the rate of floating capital is 
returning to the lower current of 1874 and 1879. The dear- 
ness, or at least the dearness, relatively, is very probable for 
a long space of time—for many years. 

We object to augmenting the gold balance of the Bank of 
France each week and reconstituting the metallic reserves of 
our first establishment of credit, in order to form a basis of 
discount. This is, to our mind, a grave illusion. The gold 
balance of the bank, thus actually fortified, is a delusion, and 
will not exercise any serious influence on the monetary 
market. 
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Consider the importance of this balance. On the rth of 
December, 1879, it was 775 millions, in round figures; on the 
gth of December, 1880, it was not higher than 550 millions; 
here are 647 millions on the 8th of December, 1881. What a 
fine triumph! It has added about roo millions within a 
year; it is still 125 millions below what it was two years 
ago But we are unwilling to keep an account so inferior. 
Considering the way of doing it, it is probable enough that 
in six or seven months, perhaps, the goid balance of the 
bank will touch the figures, pretty nearly, of that of the rrth 
of December, 1879. Let us go further, supposing that by the 
actual methods, the gold balance of the bank is going up to 
one million in eighteen months or two years, woulc we be 
any further advanced? Would we believe that the monetary 
question was modified ? Would we think that the industrial 
and financial situation was changed? Not in the least. We 
even dare say that the more the Bank of France accumulates 
gold in its vaults by the methods it has employed, the 
worse the monetary situation. The accumulation of a gold 
balance by the Bank of France is wholly an artificial thing, 
Where is the proof? Because the Bank of France, in the 
numerous settlements that are made daily, selects with care 
the ten and twenty-franc pieces and plunges them into its 
vaults whence they will not be brought to light. 

Avaricious Acheron never lost so great a spoil. Who or 
what comes to increase the balance of the Bank of France, 
It is like the gold that will come to replace it in the mines, 
It does not exist for a circulation. It is an idle satisfaction 
that one feels, in going over the balance-sheet of the bank, 
that there are three or four millions more of gold there 
which the bank has drawn from the circulation and put in 
its caves. 

The Bank of France has taken all the gold that has gone 
there and has not delivered one piece; here is the whole 
secret of the operation. At this rate, the balance of the bank 
will be augmented as long as there is a particle of gold in 
France to put into it; should the day come when the bal- 
ance of the bank is not augmented, that day will prove that 
there is no longer gold in the country, or each one, imitating 
the Bank of France, will set to hoarding himself. When we 
have arrived at this culminating point of a gold balance for 
the bank, there will be the close of the comedy; France will 
have become a country having only a silver standard. 

Ah! if the gold balance of the Bank of France augmented 
in a normal manner, if the bank received the gold that was 
brought to it and gave gold when it was demanded, this 
would be different; the accumulation of the balance would 
be economical and regular, from which we could derive im- 
portant consequences; but it is not so. The Bank of Eng- 
land, in its balance sheet of the 7th of December, 1881, had 
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only 520 millions of gold, whilst it possessed 625 millions 
the 8th of December, 1880, and 690 millions the 10th of De- 
cember, 1879; it has lost tos millions since last year, and 
170 millions within two years. The Bank of France has © 
gained 100 millions of gold within a year; but if it had left 
things to their natural course, does any one believe that it 
would have lost any of its balance like the Bank of Eng- 
land ? 

The augmentation of the gold balance of the Bank of 
France is a phenomenon absolutely wanting; its officers in- 
terpret badly. To speak the truth, instead of seeing a re- 
lief to the monetary crisis, we are heightening the aggrava- 
tion. We see the larger the accumulation of the gold bal- 
ance in the Bank of France, the more the gold circulation 
will be diminished; on the other hand, the more the gold 
balance is increased, the more difficult is it for the bank to 
open its gates. The gold that is detained is a prisoner. We 
say that the millions of gold which each week are put into 
the reserve of the bank are in some sort hidden in the 
mines ; this is the more irremediably lost, for if it were in the 
mines it could be extracted from them, but if it is in the 
vaults of the bank it cannot be drawn therefrom. It is 
strange that one considers that progress consists in impoverish- 
ing the circulation for profit to the hoarders. They have 
counseled the bank in these latter days to buy gold, which 
would be an absurd measure, because it would cost first 
foolish sums to the bank and a total loss; because it would 
enhance afterward in enormous proportions the cost of gold. 
It is not necessary to know how much gold there is at the 
bank, but how much it returns into the circulation. Gold 
that is put back into the vaults of the bank is absolutely 
withdrawn contrary to all usage, not even playing the role 
that gold does in a shallow view in its beds or hiding 
places; it is the proceeding of an old woman. 

It is moreover a general mania, that of putting gold into 
captivity. Italy intends to capture 4co millions of gold; the 
United States have in their Federal Treasury several hundreds 
of millions, the Bank of France 650 millions, and one can 
imagine what a grand service to France will be rendered 
when 300 or 400 millions more of gold has been captured 
from the circulation; it is Harpagon and his cash-box that 
serve for a model for the whole world. Finally a summing 
up of the monetary and industrial situation does not presage 
the maintenance for a long time of what may be called dear 
money; certainly a remedy will not be found in the systems 
of hoarding by the Italian and American governments and 
the Bank of France. On the contrary, these practices will 
aggravate the situation by adding an artificial to a natural 
advance of gold. PauL LEROY-BEAULIEU. 
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PRIVATE BANKING. 


The report of the Supcrintendent of the Bank Department 
of the State of New York is an interesting document, but 
what will, doubtless, surprise readers most are his remarks 
touching the rapid development of private banking in the 
State. Statistics are not easily obtained, but the superintend- 
ent says, that “competent persons estimate that the amount 
of capital employed by the private banking interest fully 
equals the amount invested in regular banks, both State and 
National.” Such a statement will astonish many; and they 
will be led at once to inquire, what is the cause of this 
enormous growth in private banking? Of course, these bank- 
ers do not issue notes like incorporated banks, and their 
profits are acquired wholly from the capital invested and the 
deposits that are kept with them. 

The Superintendent says that the primal cause of the rapid 
growth of this business is the very onerous taxation to 
which incorporated banks are subjected. Private bankers are 
free from official visitation; and although they are liable to 
pay a tax on their reported capital and deposits, yet if no 
returns are made the State has no means of knowing how to 
tax them. In other words, the tax they shall pay is deter- 
mined by the bankers themselves. Of course, it will not be 
denied that they, like all other persons and corporations, 
ought to bear their fair share of the burden of taxation. 

So far as the business itself is concerned, it is just as 
legitimate for individuals to employ their own capital and the 
capital of others as for incorporated banks. This business 
has always flourished to a greater or lesser degree, and while 
private bankers may sometimes make improper investments 
and lose money, yet this is simply the repetition of all kinds 
of banking. 

The proper function of the State is to prevent them from 
assuming any other character than the character they really 
possess. So long as they hold themselves out to the world as 
mere private bankers, not subject to State supervision, de- 
positors and others doing business with them will not be 
deceived. It will be readily admitted that they ought not to 
be allowed to impose upon the public, by creating the im- 
pression that their business is subject to public scrutiny when 
itis not. If permitted to do this, there is danger not only of 
deceiving the public, but of injuring the business of those 
who are desirous of conducting it in a strictly honest and 
open manner. 

Probably those who do business with private bankers under- 
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stand pretty well what they are about and the nature of the 
business. We question if many have been deceived by private 
bankers, or if there is much danger of deception. Certainly, 
many of the ablest and soundest bankers in the State are 
engaged in private banking, and the rapidity with which the 
business has grown is procf of the confidence reposed in 
them by those who intrust money in their hands. 


FINANCIAL CONDITION OF JAPAN. 


The strides of Japan toward the light of modern civiliza- 
tion have been far more rapid than those of any other 
Eastern nation, and have justly excited the admiring sur- 
prise of all outside observers. One of the National accom- 
paniments of a higher civilization seems to be a National 
debt, and in this regard Japan is not separated from the 
most highly-civilized nations. A national banking system, 
too, has bloomed into a high degree of perfection and fills 
a prominent place in the financial system of the empire. 

We will begin with describing the sources of revenue. 
The customs imports and exports for 1880 were 2,569,462 
yen, which is the monetary standard most convenient for our 
use. A yen is a gold coin equivalent to 99.7 cents, or very 
nearly the same as our gold dollar. 

The imports and exports are limited by treaty to five per 
cent. ad vaJorem on almost all articles of trade. The export 
duty on cotton and silk fabrics, bronze and lacquer wares, 
paper, fazs, bamboo, pottery and umbrellas, was abolished on 
the first of July, 1879. 

The chief tax is derived from land. This, during the 
petiod under review, amounted to 41,g01,441 yen. Under the 
oldest regime, when the Emperor was the real, besides the 
nominal, head of the Government, the land was divided into 
nine squares, the central of which was cultivated by the 
holders of the other eight for the use of the Emperor. Thus 
the land tax amounted to one-ninth of the whole product of 
the soil. In the fifteenth century, however, when the mili- 
tary leaders, the shoguns and daimios, gradually usurped the 
real power of the Emperor, four-tenths of the produce of 
the land was exacted. With the restoration of the imperial 
authority in 1873, the Government tax was fixed at three 
per cent., but there was also a local tax of one per cent. 
more. Three years afterward a decree was issued reducing 
the Government tax to two and one-half per cent., and half 
the local tax was taken off. At the same time the Govern- 
ment announced that its intention was to increase the tax 
on tobacco and spirits, and to reduce gradually the land tax 
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to one per cent. The Government has not yet been able 
to fulfill its intentions in reducing land taxation. 

A mining tax also is levied, the title to mineral lands still 
remaining in the emperor. The tax is first laid on the value 
of the land, then if the mines are actually worked another 
tax is collected of about one dollar to every six square rods 
from which ore is taken. As though these taxes were not 
enough another ‘is demanded, in the form of a royalty, from 
three to twenty per cent. on the ore actually extracted, va- 
rying with the working profits of the mine. “ With all this 
burden upon mining,” says Consul-General Van Buren, from 
whose report most of these facts are gathered, “it is not 
wonderful that the revenue from that source is so small, or 
that the mining development is so slow and unsatisfactory.” 

The stamp taxes and those on distilled and fermented 
liquors and tobacco require brief mention. There is no tax 
on the tobacco leaf, but the manufacturer pays an annual 
license of ten yen and the retailer pays five yen for one, 
beside selling his goods in stamped paper, which is taxed 
ad valorem. The tax on liquors formerly varied in the dif- 
ferent provinces, but in 1871 a uniform law went into opera- 
tion. First, there is levied a tax of ten yen for a license to 
manufacture, then a tax on the rice used in brewing, vary- 
ing from two to four yen on five bushels; afterward a third 
tax is levied on the liquor manufactured. The retail dealer 
is also required to pay a license of five yen. 

The stamp taxes are levied on ruled paper for petitions, 
etc., and also on that required for all receipts and contracts, 
and transfers of real estate. The tax is three certs on every 
transaction of the kind exceeding ten yen. The people are 
very careful to take receipts for all payments and to put in 
writing every contract involving more than a very small 
sum. No document involving more than ten yen is legal 
unless it is stamped. 

The inhabitants of the island of Yesso pay a tax varying 
from ten to twenty-five, per cent, on their products in lieu 
of a tax on their land and other taxes. A _ considerable 
revenue is derived from the public works, Government mines, 
railroads, docks, etc., and also from licenses on steamships, 
junks, carriages, incorporated companies, druggists, shooting, 
horse and cattle dealers, and from several other sources. Of 
the total amount mentioned by Consul-General Van Buren, 
41,901,441 yen were drawn from the land; the reader will 
therefore readily see what an important feature land taxation 
plays in the financial administration of the empire. 

Turning now to the expenditures of the Government these 
need not be described so minutely, except. those relating to 
the public debt. Beside providing for the imperial house- 
hold, annuities for meritorious services rendered to the Gov- 
ernment, pensions to shrines and temples, and hereditary 

















1882. } FINANCIAL CONDITION OF JAPAN. 585 


pensions to certain soldiers, there are expenditures for the 
various departments of the Government. including that of 
education. 

The National debt is classified into foreign and domestic. 
The foreign debt is 11,012,696 yen, and is known as the old 
loan and new-loan debt. 

The old-loan debt was created in 1871 in London for the 
purpose of building a railroad from Yokohama to Tokio 
The bonds bear nine per cent. interest, payable in gold. A 
special sinking fund has been provided for extinguishing 
this debt. Ot the original debt 3,913,000 have been paid, 
and only 976,o0o yen remain. 

The new-loan debt bears seven per cent. interest, payable 
in gold, and was contracted in London to pay the volunta- 
rily surrendered allowances and pensions of the daimios and 
their retainers. It was at first 12,000,000 yen, but has been 
reduced 1,963,304 yen. 

The domestic debt is vastly larger, amounting to 347,034,594 
yen. This is divided into two kinds, one kind bearing in- 
terest, and the other not. The amount of the interest-bear- 
ing debt is 229,139,615 yen, and was contracted chiefly to 
pay for the pensions, either willingly or unwillingly by the 
priests and nobles. The following table, descriptive of this 
portion of the debt, is not without interest, because of the 
singular nature of nearly all the items: 


Yen. 
1. Loan raised from the people for public improvement, at 
four per Cent, interest... .cccccccccccccccrcccccccccces 11,152,650 
2. Bonds exchanged for currency, at six percent............. 4,603, 300 
3. Bonds to meet voluntary surrender of pensions by nobles, 
NTT TTT TTT TTT TT PT er TTT eT Tre 11,821,950 
4. Bonds to meet compulsory surrender of pensions, at five 
COME. ce  ccccesecccecce Coc crc ecccescccccccccescsecees 31,412,555 
S, TRO GE BO WR,, OE OEE OT GOR a oo. cs 5 oc ccece cecccccccens 25,352,450 
6. Same as above at seven per Cent.......cccecceccccccccees 107,997,015 
2. Same as above at tem per Comb. ........ ccccccccsccces ere 8,876,370 
8. Bonds to meet surrender of priests’ pensions at eight per 
a ET TT Tee ey ee TTT Tere e TT TT ITT TTT eee ' 423,325 
g. Bonds for public works, at six per cent............-.... .. 12,500,000 
10. Bonds to meet expenses Satsuma rebellion, at five per 
CONE... cccccee Tre TTererrerirr TT TPCT TTT rere I 5,000,000 


In respect to the second item it may be remarked that in 
1873 the Government endeavored to contract the currency by 
offering convertible bonds in sums of fifty yen and more, 
bearing six per cent. interest, in exchange for the circulating 
medium. A certain portion of these bonds are drawn an- 
nually by lot and paid at par in gold. 

Perhaps a brief explanation of the purchase of pensions 
by the Government, which is the origin of a very large por- 
tion of the debt, is needful: 


At the time of the abolition of feudalism, all the income from 
the different feudatories of the empire was in the hands of the 
daimios and their retainers. When, in 1869, they surrendered their 
privileges they received a compensation or allowance calculated at 


38 

















586 THE BANKER’S MAGAZINE. | February, 


one-tenth of their former incomes. In addition to these there was 
another class of pensioners, who had received annual allowances for 
services tothe State. In 1873 a plan for the capitalization of these 
pensions and incomes was offered. A portion only of the holders 
accepted the offer. This sum in item 3 was raised for the purpose 
of capitalization in addition to the amount of item 2, foreign debt. 
Items 4, 5, 6, and 7, aggregating 173,638,390 yen, were incurred in 
the completion of the capitalization of these pensions and incomes, 
In 1876 commutation of them all was decided upon, and the scheme 
was consummated as rapidly as the Government could find the 
means. 

The debt not bearing interest amounts to 117,894,979 yen. 
Of this sum, 9,211,776 yen was incurred to liquidate the in- 
debtedness which the daimios had contracted during the last 
fifty years of their administration. The present Government 
assumed these liabilities on condition that they should not 
bear interest, and that one-fiftieth of the amount should be 
discharged annually. 

But the larger part of this debt consists of Treasury notes 
in circulation. These have been diminished somewhat during 
the last two years, but more than a hundred million yen 
are outstanding. No way has been devised for retiring 
them except by their voluntary conversion into bonds as 
previously explained. They are at a heavy discount, and no 
plan has been perfected for appreciating their value. 

The Consul-General suggests that the only possible and 
desirable scheme of placing them on a specie basis is: 


1. To make such gradual contraction of the volume of paper 
in circulation as not to produce any violent disturbance of values. 

2. To so increase import duties as to produce a much larger 
revenue, whereby imports would perhaps in some degree be lessened, 
and general home production stimulated. 

3. To encourage the extension of the areas of cultivation, by the 
introduction and use of modern improved machinery, and of artifi- 
cial manures, or, better still, the extensive raising, of stock and the 
consequent production of the barn-yard deposits. 

4. To open the country and its mines to foreign capital, inge- 
nuity and skill. 


These measures he declares would probably place the finan- 
cial credit of Japan on a sound basis. Surely the need of 
taking some step toward improving the value of the circu- 
lating medium is very apparent, nor is it ignored by the 
Government. It is to be hoped that.a safe way may be 
found out of the difficulties which now environ that interest- 
ing nation. 





RESUMPTION OF NICKEL COINAGE —The coinage of five-cent silver nickels 
has been resumed by the mint at Philadelphia, and applications for the new 
coins, accompanied by money or checks, should be made to the superintendent. 
The cost of transportation of the nickels, in exchange for lawful money, in 
multiples of $20, will be paid by the mint. 
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WHY THE MONEY DOES NOT COME EAST. 


With almost the regularity of the coming and departure of 
the seasons, money flows westward during the autumn and 
after remaining there for a brief space the current changes 
and sets toward the East. This year, however, while more 
money went South and West than usual, it has not returned 
as in former years. Week after week has gone by and the 
expectation of cheaper money from the return of the money 
sent out has not been fulfilled. The time for its ordinary 
return has long since passed, and yet it is very slow in 
coming. Formerly the outflow ended in October, but this 
year more than $7,600,000 went out during that month; nor 
did the current change till the close of the year. 

What are the causes of this unusual phenomena? One is, 
the outward demand was not like that of previous years. 
The money sent was not merely to move crops. Doubtless a 
portion has been employed in this way, but a vast deal has 
been put into new enterprises in the West and South. New 
railroads in those sections of the country are absorbing enor- 
mous sums, which will not soon find its way eastward. A 
large portion of it will be spent for supplies of various 
kinds in those sections and stay there. The money spent for 
clothing will slowly find its way back to purchase new sup- 
plies, and when the railroads and kindred enterprises in pro- 
cess of construction begin to earn dividends other portions 
sent will return in the way of dividends. But that day is 
far off; there are those who believe it will not come for 
Many a year. 

Anyhow, it is becoming more and more evident that a 
great deal of the money sent away from the East during 
the last few months has gone to stay. The people are hav- 
ing more confidence in Western enterprises than formerly, 
and so they are willing to embark their capital in them. 
The development of the mining regions is absorbing large 
amounts. For the reconstruction of Southern railroads and 
the building of new ones, and for the development of the 
mineral and agricultural resources of the South, many mil- 
lions are required which are now easily obtained. The po- 
litical condition of that section of the country has changed 
so much within a short period, that the timidity capital 
formerly had about going there has been overcome, and so 
we are witnessing to-day the expenditure of vast sums in 
a multitude of new enterprises—perhaps on a grander scale 
than ever before. 

One effect of this westward movement of money will be 
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the permanent advance of the rate of interest. This will 
certainly follow if capital does not return. There may in- 
deed be times when the money market will be easy and 
rates low; but, looking at the subject in a broader light, 
this permanent outflow of the money to the South and 
West must be to enhance permanently the price of money. 





THE CANADIAN BANK CIRCULAR. 


Not very long ago the Canadian Parliament, in order to 
prevent speculation in bank stocks, enacted a law to the 
effect that those institutions should not make loans on bank 
stocks, or hold them as collateral security for advances to 
borrowers, though there was no penalty which could be 
applied in case the law was violated. Notwithstanding the 
law an increase of more than sixty per cent. in the amount 
of loans and advances within a year was noticed, for which 
stock and securities of various kinds were held as collateral ; 
and there was good reason for believing that these collat- 
erals consisted very largely of bank stock. It is true that 
these facts were not disclosed in the ordinary monthly re- 
turns, yet so strongly impressed were the Government off- 
cials that such a condition of things existed that, last De- 
cember, the Treasury Board issued the following private 
circular to the bank managers in Toronto and Montreal, the 
principal centers of stock speculation in Canada: 


First—Returns of notes and bills discounted, overdue, and notes 
specially secured, together with all details thereto. 

Second—Returns of notes and other debts secured bv real estate 
or by deposit of or lien on stock by other securities, and all details 
thereof. 

Third—Other assets not included under foregoing heads. 

Fourth—Advances on which stocks or bonds of corporation, Do- 
‘minion, provincial, British or foreign public securities other than 
Canadian, are held as securities. 

Fifth—The name of every man employed in the bank either at 
Montreal or Toronto and his duties. 

Sizth—The name of every employé of the bank either in Mon- 
treal or Toronto who holds, personally or in trust, bank stocks 
which are held as collateral or otherwise by the bank on which de- 
posits have been made. 


The banks immediately remonstrated against making the 
returns on the ground that great labor would be required, 
but more especially because in so doing they would expose 
their dealings with their customers. The circular was marked 
private, and if the banks had complied with it and the 
Minister of Finance had kept the returns secret, the banks 
would have had nothing to fear except in those cases in 
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which the law had been violated. But it is said that the 
banks either gave the circular to the press or allowed it to 
be given to the public. The effect of publishing it is well 
known. Down went Canadian bank stocks from four to 
twenty per cent. Of course the Government officials re- 
lieved themselves from all liability for these consequences by 
declaring that the publication of the circular was no act of 
theirs, but was due to the action of the banks themselves. 
The fall in the price of bank stocks and the hostility ex- 
cited by the issue of this document has had the effect of 
causing a modification of it. The following, therefore, has 
been issued as a substitute : 

First—A return showing loans, discounts and advances for which 
bank stocks are held as collateral security. 

Second—Other current loans, discounts and advances for stock- 
holders and others for which bank stocks are held either directly 
or indirectly as security. 

Third—Notes and bills discounted overdue and other overdue 
debts securec by bank stock. 

Fourth—Other assets not included under the foregoing heads 
limited to those for which bank stocks are held either directly or 
indirectly. 

Fifth—A list of bank stocks, if any, held in the names of any 
of your staff at Montreal, whether in trust or in individual names, 
upon which advances have been made by the bank, or which are 
held as collateral security by the bank. 


Although the panic in bank stocks has passed away, and 
they have recovered their former value, the action of the 
Treasury Board has not ceased to excite discussion. The 
banks profess a willingness to comply with its requirements, 
and the Zoronto Globe says that this movement by the gov- 
ernment has had the effect of preventing these institutions 
from continuing to make loans in violation of the law; in 
other words, as the Canadian /ournal of Commerce puts it, 
“the circular has been a more powerful instrument than an 
Act of Parliament.” 

Concerning the wisdom of the law itself, the same journal 
adds: ‘‘It is probable that there was considerable difference 
of opinion on the subject, but it cannot be denied that there 
were many influential persons who believed that it was de- 
sirable, in the interest of the bank shareholders generally, 
to put an end, so far as it was in the power of Parlia- 
ment to do so, to the facilities afforded to speculators, by 
their obtaining loans on the collateral security of bank 
stocks.” 

The intent of the law is worthy, but it is now clearly 
seen that it operates unfairly toward those banks that have 
complicd with its requirements. The G/ole says that “lend- 
ing on stocks appears to have been a very profitable busi- 
ness for some banks;” ‘far more so than if all the banks 
had done the same thing. Evidently the law needs amend- 
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ing, so that the banks who desire to conduct their business 
legally shall not suffer from the action of those institutions 
who choose io disregard any public regulation of their busi- 
ness. 





PAYMENT OF THE PUBLIC DEBT AFTER 
THE WAR OF 1812. 


The reimbursement of the debt was continued notwithstand- 
ing the war with Great Britain. The amount required for 
1812 was $2,135,000, but for several succeeding years only 
$1,570,000 were annually needed. The public debt was 
neither increased nor diminished by these operations, but as 
the money market in 1814 grew more stringent, the difh- 
culty of borrowing was increased. This, however, was not 
the gravest feature attending the payment of the debt. The 
commissioners of the sinking fund were required to apply 
the residue of the annual appropriation of cight millions to 
the purchase of stocks if their price fell below par. Gallatin 
feared that in consequence of this legal requirement there 
would be greater difficulty in obtaining loans than if no such 
requirement existed. The dreaded event did not happen, 
consequently the Secretary was free to apply the larger por- 
tion of the money borrowed toward paying other indebted- 
ness. 

Beside observing the law in respegt to reimbursing the 
debt several small purchases were made, so that at the end 
of September, 1815, the amount remaining unpaid was 
$ 39,135,484.96. In the meantime a new debt had been con- 
tracted of large proportions. The amount funded September 
30, 1815, was $63,144,972.50 ; the floating debt was $ 17,355,101,. 
which consisted of $1,150,000 temporary loans, and the re- 
mainder of Treasury notes. Thus the total debt contracted 
since the beginning of the war was §$ 8c,500,073.50. 

When the Treasury notes were first issued it was supposed 
they would be paid within the time designated. But they 
were not; and the amount remaining unpaid grew larger 
until the zoth of February, 1815. At that date there were 
issued or ordered $18,452,800. These were a charge on the 
sinking fund, and while they remained so were a serious 
burden. With a cnarge of more than twice the amcunt of 
the fund thrown upon it, beside other charges in the way of 
interest and payments‘on the new loans, the gravity of the 
situation is apparent. Dallas was desirous of emancipating 
the sinking fund from the Treasury-note debt. This could 
be done either by paying them from the current revenues, 
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or by funding them. He proposed, therefore, that provision 
should be made for paying or funding these notes, in order 
to relieve the sinking fund from that charge. He also 
proposed that the sinking fund should be applied first to 
the interest and reimbursement of the old _ six-per-cent. 
stock: and secondly, to the payment of the principal and 
interest of the temporary loans obtained under the Act 
of March, 1812, and then to the payment of the interest ac- 
cruing on the stock debt created since the war. Finally, he 
proposed that the annual surplus of the sinking fund, after 
satisfying these ends, should be applied to the purchase of 
the stock created since the war, and that the interest on the 
stock thus purchased should be added from time to time to 
that appropriation for the purpose of making new purchases. 
Congress was willing to fund the notes, but went no further 
that session toward crystallizing the views of Dallas into legal 
form. 

The law was passed in September, and before the close of 
the year more than $2,000,000 of Treasury notes had been 
funded. The stock that might be issued for them, or which 
could be soid for other funds, was taken to some extent, 
and with the means thus obtained Dallas was able to re- 
deem another portion of them. Beside these modes of retir- 
ing them, a large amount was paid for taxes. More than 
$7,000,000 were paid in this way during 1816. Thus the 
Secretary was able to reduce the Treasury notes in a few 
months to a small sum, and the law authorizing their issue 
was repealed. There was left outstanding at the close of 
1817 but little more than half a million of these notes. The 
whole amount issued was $ 36,133,794. The funded indebted- 
ness was increased and reached the sum of $99,911,845.41. 

The heavy increase of the public debt required an enlarge- 
ment of the sinking fund. Dallas’ recommendation of an 
increase of two millions, though not at first heeded by Con- 
gress, caused no injury to the public interests, because it was 
essential to discharge all the floating indebtedness before 
preparing to reduce the funded debt. Notwithstanding the 
increase of revenues the expenses of the Government con- 
tinued heavy, and the mass of floating obligations, including 
the Treasury notes, could not be discharged for several 
months after the war closed. In 1817 the floating debt was 
decreased $10,872,000, beside more than $10,000,000 for 
arrears due to the army and in other ways, which did not 
appear on the books of the Treasury. Having paid the 
floating indebtedness the Treasury could proceed toward dis- 
charging the other portions of the public debt. 

Early in 1817 the funding measures were repealed, and 
Congress enacted that from the proceeds of duties on mer- 
chandise imported, and. on the tonnage of vessels, and from 
internal duties, and from the sales of Western lands, $ 10,000,000 
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should be annually appropriated to the sinking fund and be 
applied by the commissioners thereof to the payment of the 
interest and the reimbursement or purchase of the public 
debt. As the revenues for the year 1817 were very large, 
$9,000,000 in addition were appropriated to the same pur- 
pose, and the Secretary of the Treasury was authorized to 
pay the sinking-fund commissioners $4,000,000 more if he 
should deem it expedient to do so. Any future annual sur- 
plus exceeding $ 2,000,000 was appropriated in the same man- 
ner. The Act further provided that whenever there should 
be a surplus in the sinking fund beyond the amount of 
interest and principal due and payable during any year, the 
commissioners were authorized, with the approval of the 
President, to purchase the debt at the market price, provided 
it did not exceed the following rates: For the three-per-cent. 
stocks not over sixty-five per cent., the price of the six-per- 
cent. stocks should not exceed par, and for the seven-per- 
cent. stocks no higher rate in proportion than for the six-per- 
cent. ones. Another change was made in the former Fund- 
ing Act respecting the purchase of certificates of indebted- 
ness. These were to be canceled and destroyed as soon as 
purchased, and no interest was to be considered as accruing 
on them. With no addition to the debt it would be dis- 
charged in fourteen years if the law was fulfilled. 
Crawford sought to induce Congress to give the sinking- 
fund commissioners authority to buy the public stocks at 
those rates which, in their judgment, would be for the in- 
terest of the nation, rather than to suffer the funds that could 
not be applied in reducing the debt to accumulate. At the 
rates fixed by Congress none could be purchased, and only 
those portions could be redeemed which became due. Craw- 
ford showed the probable saving of such a measure. On the 
other hand, the interest that would be paid if all the obli- 
vations were discharged only as they matured, would consti- 
tute a large sum. The wisdom of the measure seemcd 
apparent. The commissioners, he observed, need not be 
required to purchase unless they saw fit, consequently the 
enactment of such a measure would not greatly raise the 
price of stocks. He declared that should such an authority 
be given to the commissioners of the sinking fund, it was 
probable that the different species of stock would advance in 
price above their present current value; but as the authority 
would be permissive, not imposing the obligation to purchase, 
it was probable that the surplus of the sinking fund might 
be more beneficially employed in purchasing the public debt, 
than by remaining idle in the Treasury until the year 1825. 
If that surplus could be invested early in each year, at the 
present prices of the different species of stock, it would pro- 
duce a saving to the nation of not less than $ 4,000,000 be- 
tween the first days of January, 1820 and 1825, which was 
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the time when the first war loans of 1812 could be discharged. 
But Congress declined to invest the sinking-fund commis- 
sioners with the needed authority. 

Crawford then proposed that stocks which would be re- 
deemable in 1825 and 1826, amounting to $26,000,000, bear- 
ing six and seven per cent. interest, should be exchanged for 
five-per-cent. stocks redeemable in 1831, ’32 and °33 This 
idea was embodied in a law, but the Secretary failed to in- 
duce the holders of these stocks to make an exchange save to 
a very small amount. The increased demand for capital to 
prosecute commercial enterprises raised the rate of interest 
which could be obtained for money and defeated the success 
of the measure. This event was not anticipated at the time 
the measure was proposed. As there was a large balance 
the first of January, 1824, in the Treasury, amounting nearly 
to $10,000,000, which would be shortly increased, Crawford 
renewed his recommendation for granting authority to the 
commissioners of the sinking fund to purchase the seven-per- 
cent. stock during the year at rates consistent with the pub- 
lic interest. He then suggested rates which should not be 
exceeded, but the recommendation was not favorably received. 

The first of January, 1826, $19,coo,ooo of the recent war 
debt was redeemable. It was probable that not more than 
$7,000,000 could be discharged that year. The year follow- 
ing $13,000,000 were redeemable, while it was equally proba- 
ble that no larger sum could be paid than that of the pre- 
vious year. There were, therefore, $18,000,000 which could 
not be paid in those two years. In 1828 the amount of prin- 
cipal redeemable would probably not exceed the ability of 
the Treasury to discharge it. The two succeeding years no 
portion of the public debt was redeemable, and in 1831 less 
than $19,000. ‘Policy would seem to suggest,” said Craw- 
ford, ‘‘with a view both to the convenience of the Govern- 
ment and the advantage of the community, that the excess 
of debt, which cannot be discharged in 1826 and 1827, should 
be thrown, in equal portions, upon those years in which noth- 
ing is payable. For the present, however, it may be sufficient 
to confine such an arrangement to the excess of the year 
1826. From the state of the money market and the high 
credit of the Government, no doubt is entertained that the 
$12,000,000 required to provide for the excess of debt on the 
first of January, +1826, may be borrowed at five per cent., 
reimbursable in 1829 and 1830.” He desired that authority 
be given for effecting this arrangement if it were approved. 

The same object, he declared, might be accomplished by 
an exchange of the stock redeemable the first of January, 
1826, for a five-per-cent. stock redeemable in 1829 and _ 1830. 
Crawford favored a loan. A proposal for a loan, he added 
truly, invited competition from all the moneyed capitalists, 
including the Bank of the United States, while an exchange 
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of stock confined the demand for new stock to the holders 
of the old, who constituted not only a small portion of the 
Capitalists, but a portion who were interested in preventing 
the exchange. Moreover, the experience of the Government 
during the last two years justified the preference for a loan. 
The experiment for exchanging $26,000,000 in 1822 had 
proved a failure, and another, tried the following year for 
exchanging $15,000,000 of the six-per-cent. stock of 1813, had 
resulted in the exchange of only $3,308,307.45. 

Had Crawford’s recommendation been adopted for dispos- 
ing of the excess of debt redeemable in 1826 and 1327, the 
amount redeemable in each year would have been the fol- 
lowing: 


In 1825.. $7,654,570.93 at six percent... In 1832.. $6,018,900.72, of which the 
(826.. 7,002,355.62 at six percent... sum of $1,018,900.72 was 
1827.. 7,C0I,437.63 at six percent. .. to be at five per cent., and 
1828.. 9,490,099.10 at six per cent. os $ 5,000,00c at 4/2 percent. 
1829.. 6,000,00c.co proposed to be 1833.. 6,673,055.31 at 4% percent, 

at five per cent. - except $18,901.59 at five 
1830.. 6,000,c00.00 proposed to be... per cent. 

at five per cent. - 1834.. 1,654,153.73 at 4%4 per cent. 
1831.. 6,018,901.59 proposed to be... 1835.. 4,735,290. 30 at five per cent, 


at five per cent. 


This included all the _ debt of the United States, 
except $7,000,000 of five-per-cent. stock, subscribed to the 
capital of the Bank of the United States, and $13,296,231.45 
of tnree per cents., both of which were payable at the 
pleasure of the Government. 

Congress adopted a measure, but not the one Crawford 
had proposed. An exchange of $12,000,000 was proposed— 
the sum that could not be redeemed in 1826. If an exchange 
could not be made, then a loan by the Government was to 
be effected. But, instead of fixing the rate of interest at 
five per cent., Congress cut the rate down to 43% per 
cent. The consequence was that only $1,585,138.88 were 
exchanged, and none whatever was subscribed to the loan 
offered. The reason why the loan failed was the low rate of 
interest offered, coupled with the short period of redemp- 
tion and the activity in commerce and manufactures demand- 
ing an increase of capital. 

During Crawford’s administration of eight years there was 
hopeful progress in reducing the debt. The first of January, 
1817, the whole debt of the United States was $123,491,965.16; 
of which sum $115,257,805.48 were funded, bearing an aver- 
age interest of 5.5632 per annum. The first of January, eight 
years afterward, the debt was reduced to $86,045,003.18, 
bearing an average interest of 5-23/4 —a reduction of 
$ 37,446,961.98 of principal, and of 0.33% in the average rate 
of interest. 

In the last year of Crawford’s administration $5,000,000 
were borrowed at 4% per cent. to pay awards under the 
Florida treaty. The money was borrowed from the United 
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States Bank. A similar sum was borrowed from the bank to 
reimburse one of the war loans of 1812, which became due 
that year, amounting to $10,331,000. For the second loan 
proposals were asked. The amount offered, beside that of 
the bank, was $ 2,554,585.37, at rates varying between par and 
4% per cent. premium. The proposal of the bank was for 
the whole amount at par. Although the individual offers 
were far more favorable seemingly than the offer of the bank, 
yet considering that the Government was the proprietor of 
one-fifth of the capital, and that the sum thus offered would 
otherwise be unemployed, the offer of the bank was regarded 
as “decidedly the most advantageous for the Government, 
being equal to an _ individual offer at 434 per cent. 
premium.”’ | 

When Rush succeeded Crawford in 1824 he. desired au- 
thority to contract new loans at ive per cent. interest, to 
pay the portions which could not be reimbursed of the loans 
of 1812 that were approaching maturity. But the Commit- 
tee of Ways and Means, of which McLane was chairman, 
affirmed that the time was untavorable for exchanging stock 
or procurimg new loans on reasonable terms. Moreover, the 
secretary supposed that the existing six-per-cent. loans could 
not be partially paid—a view not sustained by the law 
authorizing them—which expressly reserved the right of 
paying the whole or any part of them whenever they became 
reimbursable. The opinion entertained by the committee 
was that by adopting the plan of partial payments and ap- 
plying the surplus quarterly, in conformity with the sinking- 
fund law of 1817, the debt would be more speedily and 
economically reimbursed, and more equally and beneficially 
distributed through different years, better meeting the con- 
venience of the Government, lessening the expenditure on 
account of interest, and effectually preventing the accumu- 
lation of money in the Treasury. Those portions of the debt 
therefore, which could not be paid when they matured were 
continued at the former rate of six per cent. The policy of 
Congress was wasteful, and without any justification what- 
ever. Had a large portion of the war debt of 1812 been 
refunded, when Crawford desired, at five per cent. interest, at 
which rate the money could have been easily obtained, a 
considerable saving would have been effected. 

When McLane made his report of the $38,857,235, due.in 
the years 1825, '26 and ’27, it was believed that one-third was 
held by Europeans; and the inquiry was raised, whether if this 
debt were discharged, the remitting of the portion due abroad 
might not ruinously sweep away the diminishing residue of 
our metallic money. The author who put forth this in- 
quiry, “though a decided adversary to the existence of a 
great public debt,’ nevertheless believed that the nation could 
more judiciously employ its surplus in making internal im- 
provements than in liquidating the National debt. 
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The redemption of the debt now proceeded rapidly and 
without interruption. The New Sinking-Fund Act went into 
regular operation in 1818, but during the next seven years, 
the whole sum required to be paid to the Commissioners, in 
order to comply fully with its terms, had not been paid within 
three million dollars. In the next four years, however, while 
Rush was at the head of the Treasury, this deficiency was 
paid, beside the regular annual payments of $ 10,000,000. 
Interest was always scrupulously paid when the quarter came 
around. It may be noted, too, that there was not always a 
sufficient amount of debt redeemable every year to apply 
the whole amount of the annual sinking fund. During the 
eleven years the act had been in operation from the first 
of January, 1817, $146,669,773.48 had been paid, of which 
$ 88,834,108.66 were for principal, and the remainder for in- 
terest. , 

The flourishing condition of the revenues and the prompt 
payment of the interest of the debt produced a marked effect 
on the price of the public stocks. They rose above par not- 
withstanding their early maturity. This fact operated directly 
to increase the value of the three per cents, and to create 
the belief that they, too, would be finally redeemed at par. 
The price of these rose to 85, nor were they easily purchased 
even at that figure. In 182y the price was 87%, and the most 
of them were finally redeemed at their par value. Nine years 
proviously, Crawford had expressed the opinion that the sales 
of the Western lands were pledged for their reimbursement, 
and that at some period these should be applied for their 
redemption. In 1830 the Commissioners of the Sinking Fund 
were authorized to purchase the three per cents. at the best 
rates possible. Par was paid for nearly the whole amount. 
In 1832 the remainder was paid, amounting to $ 13,296,705.76, 
and leaving at the end of that year only $7,001,698.83 of 
funded debt. It may be questioned whether Icng before the 
Government, seeing its ability to discharge all its indebted- 
ness, ought not to have given notice that it would ultimately 
pay the full amount of this portion of the debt. The moncy 
had been advanced in the beginning, and the Government 
had used it as profitably as any other funds, and was under 
an equally strong obligation to pay it. Had the bank shares 
been sold as the Secretary of the Treasury desired, the avails 
would have been more than sufficient to extinguish the entire 
debt. The Government, therefore, was really released from 
the burden of indebtedness. The bank shares had been paid, 
they yielded a rich return, far more than the interest on the 
small amount of debt remaining unpaid. With what pleasure 
did McLane in his report, at the close of 1832, remark, 
that ‘the debt may, therefore, be considered as substantially 
extinguished after the first of January next; which is earlier 
than was looked for under the most prosperous and economi- 
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cal administration of our affairs that could have been antic- 
ipated.”’ 

In October, 1834, notice was given by the Secretary of the 
Treasury that the whole of the debt unredeemed after the 
first of January would cease to bear interest, and would be 
promptly paid after that date. The duties of the Sinking- 
Fund Commission ceased, and the Secretary of the Treasury 
was intrusted with the power of paying the small amount 
of stock, with the interest thereon, whenever payment should 
be demanded. No act was passed abolishing the office of the 
Sinking-Fund Commissioners, but in 1836, the Secretary of 
the Treasury was required to pay over all the surplus in the 
Treasury above $5,000,000 to the Treasurers of the States. 
This requirement was a practical abolition of the duties of 
the Sinking-Fund Commissioners. Nor was there ever any 
legislation in respect to the disposition of the balance of the 
debt which might never be paid. The Secretary of the 
Treasury made some recommendations concerning it, but for 
many years no action was taken by Congress. The amount 
was very small. 

Thus, as was said by-Woodbury, the Secretary of the 
Treasury when the final extinction of the debt occurred, 
“the Government had redeemed, whether at home or abroad, 
the entire debt of both the revolution and the late war; 
paid the purchase money for Florida and Louisiana; and with 
a most scrupulous sense of moral as well as political obli- 
gation, administered in various ways to the wants, and 
atoned for many of the losses of those who had perilled life 
and fortune in the struggle for independence, in which the 
debt arose. Its redemption has been effected without impos- 
ing heavy burdens upon the people or leaving their treasury 
empty, trade languishing and industry paralyzed; but on the 
contrary, with almost every great interest of society flourish- 
ing, with taxes reduced, a surplus of money on hand, valuable 
stocks and extensive lands still owned by the Government, 
and with such various other financial resources at command, 
as to give to our country, in this respect, a very enviable 
superiority.” ALBERT S. BOLLeEs. 





DEecISION CONCERNING COLLATERALS FOR BANK CERTIFICATES.—A curious 
case in connection with one of the creditors of the Pacific National Bank of 
Boston has been decided by Comptroller Knox. A certain party had deposited 
with the Pacific bank collateral of the value of $125,000, for which he obtained 
the bank’s certificate of deposit for $100,099, which latter by another trans- 
action, he succeeded in turning into cash. This gentleman afterward asked the 
question whether, if he returned the bank’s certificate, he could obtain his col- 
laterals and thus extinguish his indebtedness to the bank. A difference of 
Opinion as to whether he could do so or not having prevailed between the direc- 
tors and the bank examiner, an appeal was made to Comptrol'er Knox, who 
telegraphed in reply that, if the certificate were tendered by the borrower the 
was bound to return his collaterals. 
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REDEEMABLE BANK NOTES. 


If the limit to the possible circulation of bank notes was, 
that it must always be such as would be consistent at every 
given time with the equilibrium of money and prices between 
the country permitting the issue of the notes and other 
countries on the metallic standard, it would be a limit quite 
free from objection, because it would preserve as great a 
degree of steadiness in the volume of money and in prices 
as is possible with a metallic standard. But the real na- 
ture of the limit is, that it need be only such as is con- 
sistent with the maintenance in the long run of the equili- 
brium of money and prices between the country in which 
redeemable bank notes are issued and other countries on, 
the metallic standard, and it admits of such expansions of 
the volume of bank notes as will cause large outflows of 
specie, followed by contractions’ which will cause _ corre- 
sponding inflows of specie. It is an inherent tendency of 
bank notes to expand, until an outflow of specie does oc- 
cur, and the subsequent contraction is equally inevitable so 
long as the issues are governed by the determination to 
maintain their redeemability. And, hence, we see in coun- 
tries under the bank-note regime, the most extreme alterna- 
tion in the balances of the foreign merchandise trade, and 
in the movements of specie inwards and outwards, by which 
such balances are commonly adjusted. 

Without multiplying instances of the effect, as a matter of 
fact, of changes in the balances of forcign trade, caused by 
expansions and contractions of bank notes, it will be sufh- 
cient to compare the foreign trade of this country for the 
three years ending June 30, in 1835-6-7, when the bank-note 
circulation averaged $8.56 jer capita, with the three years 
ending June 30, in 1842-3-4, when the bank-note circulation 
averaged $3.89 per capita. 


Imports, less Exports of Imports, lecs Exports of 

foreign merchandise domestic Soreizn merchandise domestic 
re-exported. merchandise. re exporied. merchandise. 
i ..» $ 122,007,974 . $109,459,481 .... 1842.... $87,995,318 . $91,799,242 
1836 ... 158,811,392 . 106,570,942 ....  1843.... 37,234,129 . 77,686,354 
1837.... 113,310,571 . 94,280,895... 1844.... 96,399,548 . 99,531,774 


me the first three years the aggregate adverse balance 
was $92,820 619, and the average annual adverse balance 
was $30,940,206. During the second three years the aggre- 
gate favorable balance was $ 47,346,565, and the average 
annual favorable balance was $15,782,188. During the year 
(1843) of the greatest contraction of bank notes and de- 
pression of prices, the net import of foreign merchandise 
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was less than a fourth of what it was in 1836, and the ex- 
port of domestic merchandise was more than double the net 
import of foreign merchandise. It is almost difficult to con- 
ceive of the violence of the disturbance of the equilibrium 
of money and prices between this country and the countries 
with which we trade, both at the period of bank-note ex- 
pansion (1835-6-7) and at the period of bank-note contrac- 
tion (1842-3-4), and yet those disturbances were consistent 
with the maintenance of that equilibrium in the long run, 
which the continuous redeemability of bank notes requires. 

Near the end of the chapter in the Wealth of Nations, in 
which the author treats of bank notes, will be found the 
following, which may stggest a partial solution of the 
amazing errors into which he fell on that subject: 


The proportion between the value of gold and silver and that of 
goods of any other kind depends in all cases, not upon the nature 
and quantity of any particular paper money, but upon the richness 
or poverty of the mines, which happen at any particular time to sup- 
ply the great market of the commercial world with those metals. It 
depends upon the proportion between the quantity of labor which is 
necessary to bring a certain quantity of gold and silver to market, 
and that which is necessary, in order to bring thither a certain 
quantity of any other sort of goods. 


How we find him assuming that the value of gold and 
silver, used as a means of purchasing commodities, is deter- 
mined, “zz a// cases,” by the amount of labor necessary to 
bring those metals to market at the time of such use as a 
purchasing medium, as compared with the amount of labor 
necessary to bring to market the things purchased. On that 
view he concludes that it is impossible that the value of gold 
and silver can be affected by “the nature and quantity of any 
particular paper money.” While he thus erroneously assigns 
to the precious metals a value depending solely upon the 
cost of production, he was nevertheless aware that the value 
of money depends upon its volume. In order, therefore, to 
Maintain that redeemable bank notes do not reduce the 
value of money, he was obliged to maintain that they do 
not increase its volume, but merely supply the place of an 
equal quantity of previously current coins. 

The value of gold and silver is really determined, as 
the value of everything else is determined, by the propor- 
tion between the supply and demand. The supply is the 
total stock, including the accumulations of ages, and is very 
little and very slowly affected by the current annual produc- 
tion, or by the current cost of production. The dominating 
element in the demand for them arises from their use as 
money, and it is thus true that the value of coins controls 
and fixes the value of the bullion which constitutes their 
material. And to whatever extent currencies kept at the 
metallic standard are enlarged in volume by paper, they 
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must be reduced in value, and from this reduction the coin 
part of such currencies cannot by any possibility escape. 

Condy Raguet ( Currency and Banking, 1839,) says: 

So long as bank notes are convertible into coin on demand, 
they are liable to depreciation, or a fall in value, in common with 
the gold and silver for which they are interchangeable, from all 
the causes which we have shown capable of producing that effect 
upon a currency purely metallic. But, in addition to this, they 
are susceptible themselves of depreciation from excessive issues, 
and in such event tnvolve the metallic portion of the currency in the 
same deprectation. 


During the twenty years of controversy in Great Britain, 
which preceded Peel’s Bank Act.of 1844, the supporters of 
Adam Smith’s doctrines in respect to redeemable bank notes. 
invented only one new argument or theory in support of 
them. With that exception, they contented themselves with 
either quoting his exact language, or with setting out his 
ideas in new forms of words. 

Persons who lack the time, or disposition, to read over 
any considerable portion of the books and pamphlets to 
which this controversy gave rise, will find a very fair and 
intelligible account of it in McLaren’s Aiistory of the Cur- 
yency, published at the beginning of 1858. McLaren was him- 
self a supporter of Smith’s opinions, but he seems disposed 
to report impartially what was said on both sides. On the 
sfde of the theory that redeemable bank notes cannot 
augment the volume of money, ar (in any appreciable de- 
gree ) increase prices, he reports the following views: 

Page 285.—Mr. Tooke, Mr. Fullarton, and Mr. Wilson consider 
money as possessing intrinsic vaiue as a commodity and exchanging 
with goods according to that value, and not merely in accordance 
with the number of pieces at the time. 

Page 289.—Mr. Tooke and his friends say that, as a general prin- 
ciple, a currency of notes, convertible for gold, must always be 
of the same value, indeed of the same amount as a metallic currency, 
because the notes will be exchanged for gold immediately that they 
lose a part of their value. If the currency were affected by the issue 
of notes, it would probably, as here supposed, not be much increased, 
because the bullion would leave it as fast as the notes were issued. 

Page 223.—As to the view that our whole currency may become 
redundant, as compared with that of other nations, Mr. Wilson says 
that the cost of the exportation of bullion is a mere trifle; that, in 
consequence, the exportation would begin immediately that our cur- 
rency began to become redundant, and thus any perceptible rise of 
prices on that account would be prevented. 

Page 213.—Mr. Fullarton, like Mr. Wilson, denies that over-issues 
of convertible bank notes are possible. 

Page 289.—But, leaving the general case, they [ Tooke and his 
friends] maintain that no issue of our notes can affect prices, as the 
notes are not for the same amount as the money of the country, nor 
capable of being used for the same purposes as the gold, by which 
all retail transactions are conducted, and prices, so far as they de- 
pend upon the currency, determined. There seems great force in 
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this argument; for if prices between the retail dealers and their cus- 
tomers are limited by the value of gold, how can they be maintained 
at a higher rate in the wholesale transactions, in which the retailers 
purchase their goods. 

The modern upholders of the opinions of Adam Smith do 
not seem to have added anything to his arguments in sup- 
port of them, except the suggestion that the wholesale prices 
of commodities depend upon the prices paid at retail, and 
that if bank notes are restricted, as in England, to denomi- 
nations higher than such as are commonly used in retail 
transactions, they can have no effect upon retail prices, and 
therefore none upon wholesale prices. 

If there is any force in this suggestion, it really tends 
quite as strongly to prove that English prices depend upon 
the English subsidiary silver coins, as that they depend upon 
the English gold sovereigns and half sovereigns. Vast num- 
bers of Englishmen never handle either paper or gold, and a 
considerable portion of the English retail trade is carried on 
with silver shillings and other silver coins. 

All the moneys used in England—gold, silver and paper— 
are of the same value. The differences between them are 
of denominations only, and have no relation to the diversity 
of the materials out of which they are manufactured. Eng- 
lishmen meet with no difficulty in buying a_ five-shilling 
article with a five-pound note, or in making a fifty-pound 
purchase, or in paying a fifty-pound debt, with gold 
sovereigns. The interchangeability in use, in wholesale and 
retail transactions, of all the moneys, encounters no practical 
obstruction whatever. 

But instead of its being true that retail prices govern 
wholesale prices, exactly the contrary is true, and the com- 
mon understanding of mankind is that exactly the contrary 
ought to be true. Retailers themselves always justify their 
own prices as being as low as they can make them, consis- 
tently with the wholesale cost of the articles they deal in, 
with the addition of any reasonable retail profit. 

It is, however, of no consequence, which class of prices 
controls, if either does contro] the other. The moneys in 
which goods are paid for, at either wholesale or retail, are 
kept at a parity of value in all countries which are tolerably 
well governed, and all descriptions of money are indifferently 
used more or less, and under no other limitations than those 
of convenience, in transactions of all kinds, large and small. 

At the very beginning of this century, in 1802, in Thorn- 
ton’s /nguiry into the Nature and Effects of the Paper Credit of 
Great Britain, the error of Smith—that redeemable bank notes 
cannot increase and depreciate a metallic currency, was in- 
telligently pointed out, as appears from the following ac- 
count given by McLaren (page go, of his “story, &c.): 


Mr. Thornton, in opposition to Dr. Smith, maintains that a cur- 
39 
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rency of notes, convertible at will for gold, may be depreciated by 
too copious an issue below the value of a metallic currency, and 
that prices will be raised by such depreciation. It is, he maintains, 
this rise in prices, and not the filling of the channel of circulation, 
which turns the exchanges against us, and drives the gold out of 
the country. He says that it is not possible for the channel of the 
circulation to become too ,full, as stated by Dr. Smith, but that 
every increase of paper enhances the prices of goods of all kinds, 
which advanced price affords employment for a larger quantity of 
circulating medium, so that the circulation can never be over full. 

Ricardo, who took a leading part in these discussions 
during the first quarter of the century, saw even more 
clearly than Thornton did, that while paper convertible 
into coin could never depreciate below coin, it was the 
combined mass of such paper and of coin which determined 
the quantity of the currency and thereby determined its 
value; that such paper might depreciate the whole cur- 
rency, including the coins, and make it redundant as com- 
pared with the currency of other countries on the metallic 
basis; and that this redundancy must first manifest itself 
in an excess of prices, relatively to the prices of other 
countries on the metallic basis, before it would be corrected 
by an export of coin 

Tne merit of discovering a remedy for the mischiefs 
pointed out by Thornton and Ricardo is due to the next 
generation of British financial reasoners, who, during the 
middle of tne century, forced the passage of the Bank 
Act of 1844, and sustained it against persistent assaults made 
after it was passed. The guidance of this crowning re- 
form was in the firm hands of Lord Overstone, who, to 
great abilities, united an unshaken and somewhat imperious 
will, He and his coadjutors saw clearly, that to issue 
circulating paper is to create money; and that the tendency 
of redeemable bank notes to ruinous alternations of excess 
and deficiency is inherent and irremediable, so long as the 
amount to be issued is controlled, either by the arbitrary 
discretion of bankers, or by the wants of trade operating 
through any form of connection between the issue of paper 
and the ordinary and proper business of banking, such as 
loaning money, receiving deposits, and discounting notes. 
The plan which they devised and carried through was not 
a plan of reforming a system too completely rotten to be 
susceptible of reform, but to revolutionize it from the bot- 
tom, and to substitute a system under which all that 
part of the paper circulation intended to be convertible, or 
in respect to which there was any reasonable possibility 
of its conversion being demanded, should tepresent an 
equal amount of the metals, so that under all circum- 
stances the total currency of coin and paper should fluctuate 
in volume only as an exclusively metallic currency would 
fluctuate. OBSERVER. 
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THE HISTORY AND FUTURE OF [INTEREST AND 
PROFIT. | 


We regret that our space will not allow the republication in full of 
a very able and interesting paper on the above topic, whicl. first ap- 
peared in the Fortnightly Review, written by Mr. T. E. Cliffe Leslie, 
whose writings place him in the very foremost rank of living eco- 
nomic writers: 

The question as to the tendency of profit to fall is not to be 
answered by reference to the particular case of Great Britain, still 
less its state at this moment. It*involves a consideration of the 
general causes on which profit depends, and the conditions under 
which they will operate as ages advance and capital accumulates. 
Adam Smith thought that the mere growth of capital necessarily 
entailed a fall of profit. ‘“ When,” in his words, “the stocks of many 
rich merchants are turned into the same trade, their mutual compe- 
tition tends to lower profit; and when there is a like increas: of 
stock in all the different trades carried on in the same society, the 
same competition must produce the same effect in them ll.” 
Were this reasoning correct, profit must inevitably decline in every 
prosperous country. But there is a flaw in the argument. When 
in a single trade alone the goods for sale increase, the competition 
of the sellers may force them to accept reduced prices and lower 
profits, because the general produce and revenue of the country 
may not have increased in proportion. But when capital and pro- 
duction take larger dimensions in all businesses alike, all producers 
have more to exchange, the general revenue is greater, and no class 
need get less for its goods in the market. It might even be that 
no increase of capital or production in any pre-existing employ- 
ment would follow an augmentaticn of the total amount. <A new 
trade was a rare thing in Adam Smith’s days; now scores grow up 
every year, and new trades may both absorb much new capital and 
create new markets for the produce of old trades. If the growth of 
capital iower profit, it must be either by raising wages, or by 
forcing resort to inferior or more costly instruments of production. 

A later theory of a tendency of profits to a minimum, is that 
an increased cost of subsistence follows the advance of population, 
so that, to obtain a sufficient supply of labor when capital is in- 
creasing, employers must raise wages and submit to a decrease of 
profit until a stationary state is reached at which the further in- 
crease of capital is arrested. This theory is detective in two oppo- 
site ways. On the one hand, it omits all but one of the causes 
tending to a depression of profit; on the other, it overlooks both 
counteracting agencies, and the possibility of a change in the fun- 
damental conditions determining the movement of population. The 
soil in the first place is not the only natural agent whose produc- 
tiveness diminishes. Mines of all kinds would be exhausted even 
by a stationary population, whereas the productiveness of agricul- 
ture would increase with agricultural skill, were the number of con- 
sumers to remain constant. The cost of land too rises for all pur- 
poses of production, and not in agriculture alone. Many employments 
again, besides agriculture, vield ,diminishing returns to successive 
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applications of capital, because the best places are taken by the 
first comers, and those who come later must work in worse situa- 
tions. The first roads, canals and railways in a country are usually 
those, as M. LeRoy Beaulieu has observed, between the chief centers 
of population, wealth and business, and ‘traverse the districts where 
trafic and movement are greatest; later 1 nes of communication 
running through poorer and less populous loczlities. The best sites 
for do_ks, wharves, warehouses, shops, and other places of business 
are, for the most part, the first occupied. When any new and lu- 
crative enterprise is started, or any invention or novel production 
is introduced, a crowd of competitors follow, and profits fall off. 
Nor is an increased cost of food the only cause tending to raise 
wages; it is not the cause that has raised them in England dur- 
ing the last twenty years. Facilities for migration, emigration and 
combination, together with greater intelligence, knowledge and self- 
respect on the part of the working classes, have produced the 
rise. ; 

Yet there is another side to the subject. The rate of profit 
depends on the ratio of the gross returns to the total outgoings; 
on the cost and efficiency of all the instruments of production— 
not of labor alone. Given the entire produce of the capital, labor 
and naturai resources of a country, in order to ascertain how 
much is profit, we should know not only how much falls to the 
share of human laborers, but also how much must be applied to 
the maintenance of fixed and circulating capital, including animals, 
seed, materials, fuel, machinery, buildings; how much too must be 
paid as rent for the use of natural agents; and how much is to be 
deducted in taxation and legal expenses, or what is the cost of 
protection and of the other advantages of Government. In a country 
whose natural resources are abundant and prolific, efficiently co- 
operating with capital and labor at small cost, and whose Govern- 
ment and legal system are inexpensive, both wages and profit may 
be high. If the soil and climate be favorable, mines of all kinds 
rich and easily worked, the structure of the country lending itself 
to cheap and rapid locomotion, taxes and law costs small, it is plain 
that the return to capital, alike in agriculture, manufactures and 
commerce, may give a large surplus in profit, although at the same 
‘ time the reward of labor is abundant. And what the bounty of 
nature may effect may be effected by the art of man. Better ma- 
chinery may be applied at once to the factory, the farm and the 
locomotive: while chemistry cheapens and improves the cultivation 
of the ground, it may do like service in every branch of manu- 
facture. Less costly and more efficient means of heating and light- 
ing every place of production and business may be discovered. 
The general rate of profit might thus be sustained by the progress 
of science, though population were advancing. No speculation re- 
specting the economic future of the civilized world which does not 
take account of the inexhaustible resources of science, and of the 
progressive development of the human faculties for discovery and 
invention, has now much claim to attention. Labor, in the narrow 
sense, is not as political economists as well as “social democrats” 
have assumed, the sole cause of profit. There might be production 
and profit without the employment of a single human laborer, and 
profit in that case would be greater or less, according to the quali- 
ties of the other agents, and the manner in which they were used. 
A company in a new colony where hired labor was not to be had, 
might carry on a great business by the aid of animals, machines 
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and natural agents; the profit depending partly on the cost, partly 
on the powers of these animate and inanimate coadjutors. And 
the piogress of industrial art constantly augments the number and 
efficiency, and diminishes the expense, of some of these auxiliaries. 
The fact that the best steam engines still waste the greater part of 
the fuel, is enough to show that the field for economic invention 
in mechanics is immense. Again, if it be true that the first rail- 
ways are the best situated, and bring in the largest returns, it is 
true also that commerce and industrial movement have a corstant 
tendency to spread, and to create markets and traffic where there 
had been stagnation. The tendency of many great enterprises, like 
the Suez Canal, is to become more remunerative, Fifty years ago, 
the farthest-seeing mind could not have formed a conception of the 
profitable occupations that steam would provide for fresh accumu- 
lations of capital, and steam is perhaps a feeble agent compared 
with some future sources of power. The facilities for the migration 
and emigration of labor may tend to raise wages at the expense of 
profit, but they are connected with causes which constantly enlarge 
the sphere for capital in the application of neglected or imperfectly 
developed resources, both in old and new regions. The overflow 
of British capital to foreign countries has two aspects. Mr. Mill 
has contemplated it as a sign of the fall of profit in old countries 
but it may be regarded also as an example of the tendency of so- 
cial progress to find fresh fields of employment for their accumula- 
tions. Students of Mr. Herbert Spencer’s works know moreover 
that there is reason to question the undiminished fecundity of the 
population of the civilized world, which the theory of a decline of 
profit assumes. Civilization makes constantly greater demands on 
the nervous system, enlarges the brain and multiplies its expendi- 
ture of physical power, thereby diminishing the quantity expendi- 
ble cn the increase of the race, while at the same time raising 
the- standard of wants, and augmenting prudence. One and the 
same cause, the increase of cerebral force and activity, and there- 
with of science, foresight and adaptation of means to ends, tends 
to add to the industrial productiveness of the people of the West, 
and to slacken the growth of their numbers, although a different 
future may be before the people of the East. The time must indeed 
come, after countless ages, when the decline of solar and terrestrial 
heat shall arrest the mental advancement of the human race, and 
make the returns to capital and industry dwindle. But within 
economic, as distinguished from astronomical and geological periods, 
there seems no ground for concluding that in the more civilized 
parts of the globe man must press constantly closer and closer on 
the means of subsistence, and thrift and enterprise consequently 
obtain a decreasing reward. Were population stationary, it may 
perhaps be argued, the price of labor would rise to such a pitch 
from the accumulation of .capital as to leave little or no profit. 
The answer is, that the accumulation would not take the form of 
wages, but of new mechanical and other agencies for aiding produc- 
tion, which would benefit the laborer as a consumer without raising 
the cost of his services. One remote difficulty indeed raises a 
formidable, and at present insoluble problem, namely, what is to be 
done for coal and iron when the mines become exhausted? Yet 
the men of a former age might have regarded the disappearance of 
forests, and the consequent rise in the cost of wood, with equal 
embarrassment. Jt is at least certain that the earth contains re- 
sources, now undreamt of, which science is sure to reveal; or, 
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rather, which the mind of man, the real cause of all wealth and 
profit, is sure to discover. Some of the chief sources of modern 
profit must ultimately fall short, but food is not likely tobe among 
the number, because the number of human beings can be kept 
within bounds—as it is already in France and among the old Ameri- 
can families in the States of New England—and substitutes for those 
which must fail may be in the womb of time. No certain conclu- 
sion respecting the future of profit can be reached, but the theory 
of its tendency to a minimum has no claim to the character of a 
law of social progress, ignoring, as it does, some of the chief re- 
sults of that progress, and its chief cause, the constant improve- 
ment of human faculties. Profit may uniformly fall from its first 
high level in new coun-ries like the Western States of America, 
yet may not continuously decline in old countries. The rate will 
probably vary from time to time in the future as it has done in 
the past. | 

If profit then be subject to no law of inevitable decline, can in- 
terest be so? It is almost needless to say that no inference can be 
drawn from its lower level in modern times than in the Middle 
. Ages, since the medieval rate of profit was fixed, and interest bore 
a fixed proportion to it. Now profit is indeterminate and fluctu- 
ating; interest too fluctuates from causes independent of profit, af- 
fecting the loan market, such as the state of credit, the foreign 
exchanges, the movements of bullion actual or anticipated, the har- 
vests, Government and foreign loans, and political events and 
prospects. The movement of interest in trade’ may consequently 
be different from, and even opposite, for the moment, to its move- 
ment in respect of other investments. The price of Government 
stock might be high, and interest on such securities falling, while 
the rate of discount showed that men of business were eager for 
loans, either because credit had been shaken, or because a shock 
to it or a scarcity of money was apprehended, or, on the other 
hand, because a speculative mania had arisen. Or again, people in 
trade might be slow to accept short loans on very favorable terms, 
because waiting for a turn in commercial affairs, while stable and 
permanent investments like the funds or land mortgages returned a 
high interest. Yet the main cause determining, throughout the 
whole field open to capital, the general tenor of the movement of 
interest, is the rate of commercial profit. Let new channels of 
trade offer bountiful returns for a series of years, and the savings 
of the country would flow into them, the price of consols would 
fall, and mortgages would pay dearly for loans. The main reason 
why the rate of interest has been constantly higher in the United 
States than in England is that the prolific natural resources of 
America have afforded a richer field for the employment of capital 
than was found in this island. The chief cause of the rise of in- 
terest in Holland is that Dutch capital has found in colonial 
undertakings, American investments, foreign commerce, and hus- 
bandry at home, more profitable employment than lay open to it 
a century ago. And the stationary state ultimately reached by the 
whole civilized world may possibly be that of a stationary popula- 
tion, whose savings are more productively employed than those of 
the present generation, and yield a higher interest. 

So far the future of interest and profit has been considered with 
reference to economic conditions alone. But is it certain that 
economic conditions exclusively will henceforth control them? The 
policy of society in reference to both has been determined by va- 
rious conceptions. Archaic notions and feelings founded on kin- 
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ship, Greek philosophy, Roman law, Christianity, Catholic theology, 
commercial ideas, the modern regard for individual liberty, political 
economy, have all played a part in their history. Other sources 
and modes of thought have yet to be reckoned with—democracy, 
the views of the working classes, German and French socialism, 
the subtler shapes of socialism, which ostensibly seek only to en- 
large the intervention of the State in the economical sphere, and new 
conceptions of moral and social duty. The authority of the economic 
theory hitherto dominant with respect to individualism, competition 
and non-interference, is visibly shaken even in England. The no- 
tion that all capital should belong to the State for the benefit of 
the working classes has many strenuous adherents in Germany and 
France, notwithstanding the wide distribution of property in thosc 
countries, but for which it would have already overcome all oppo- 
sition. The favor with which Mr. Henry George’s Progress and 
Poverty has been received in the United States makes a curious 
revelation of the tendencies of educated thought in a country 
where individual energy has worked under the most propitious con- 
ditions. Mr. George indeed proposes to confiscate land rent only 
without compensation, but rent in a vast number of cases is vir- 
tually a form of interest, being the return to an investment by pur- 
chase or outlay. Protection, again, is a revival of the medieval 
regulation by law or authority of trade, prices and profit; and the 
policy of most civilized countries is protective. In England, a gen- 
eration ago, when at. length Bentham’s Defence of Usury had led to 
the abolition of a legal limit to interest, much more seemed to be 
swept away. The change apparently formed part of a wider and 
deeper change in social opinion and legislative policy, and belonged 
to a general movement of thought, emancipating human conduct 
from a multitude of ancient restraints in the name of morality or 
religion. Yet, little as people are dreaming of it at present, there 
are indications of a tendency on the part of English society to slide 
back to the medieval system of regulating contracts, bargains, pe- 
cuniary dealings, and prices, by authority. Fair wages, fair profits, 
and fair rents, are now objects more or less distinctly conceived by 
many who, ten years ago, regarded buying in the cheapest and 
selling in the dearest- market as the sole rule in all questions of 
contract. No one perhaps in England at this moment thinks of 
controlling interest, yet propositions are now often put forward re- 
specting wages and profit involving the regulation of both, and 
indirectly therefore of interest, which follows the movement of profit. 
Ten years ago no English Statesman would have listened to a pro- 
posal to regulate rent in any part of the United Kingdom by 
statute or judicial decision. Yet the principle of the Act by which 
judicial rents are now introduced into Ireland is no other than 
that of the medieval law against usury, that the owner of property 
should not be permitted to take advantage of his neighbor’s neces- 
sity, to extort a high price for the loan of it. The establishment 
of rings and corners, and of bulling and bearing, in English trade, 
might considerably alter public opinion with regard to the medieval 
laws against forestalling and engrossing. Democratic legislation will 
assuredly intervene in directions not in accordance with the doc- 
trines that have commended themselves hitherto to the minds of 
great capitalists or landowners. Ideas of moral and social obliga- 
tions too seem likely to play a greater part in the commercial 
sphere than they have ever done since Adam Smith based a com- 
plete economic code on the desire of every man to better his own 
condition, and some of these ideas may make light of that code. 
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HISTORY OF MINNESOTA REPUDIATION. 


The recent compromise of the State with its long-neglected bond- 
holders may create the desire among some of our readers to know 
what the bonds were issued for, and why the State has refused to 
pay them. The 26th of February, 1857, Congress authorized the 
inhabitants to form a Constitution and State Government, and to 
apply for admission into the Union. The next year a Constitu- 
tion was adopted, Section to, Article IX of which reads: ‘“ The 
credit of the State shall never be given or loaned in aid of any 
individual, association or corporation.” 

The 15th of April, 1858, twenty-six days before the State was ad- 
mitted into the Union, an amendment was adopted, authorizing the 
Governor to issue, for the purpose of expediting the construction 
of railroad lines, the special bonds of the State, bearing an interest 
of seven per cent., to an aggregate amount of $ 5,000,000. 

The Governor, perceiving the doubtful legality of issuing bonds 
under this provision, in view of the fact that Minnesota was not 
yet a State, was loth to issue them, but a writ of mandamus from 
the Supreme Court left him no further discretion. According 
to this law, $2,275,000 of the famous “ Minnesota Railroad Bonds” 
were issued to four companies, which bound themselves, as a con- 
dition of the loan, to complete by January 1, 1866, a total of 768 
miles of road, under pain of forfeiture of their land grants, assets 
and franchises. The banking law allowed these bonds to be received 
by the auditor as a basis for circulation, and some currency was 
issued upon them. Enormous discounts to contractors persuaded 
them to undertake a limited amount of construction. But the only 
guarantee given the public for the payment of principal or interest 
was the threat of confiscation against the roads. Local quarrels 
broke out and increased the general distrust. The bonds depre- 
ciated with unavoidable rapidity, until in May, 1860, bank stocks 
of this class were sold by the Auditor for seventeen cents on the 
dollar. The railroad companies had stopped construction: all except 
the Southern Minnesota defaulted the stipulated payment of inter- 
est; and the State took possession of their assets, including, in all, 
about 240 miles of graded road. 

The 6th of November, 1860, a new amendment to the Constitu- 
tion was adopted, containing these curiously inconsistent provisions ; 
“No law levying a tax, or making other provision, for the payment 
of interest or principal of the bonds denominated ‘ Minnesota State 
Railroad Bonds’ shall take effect or be in force until such law 
shall have been submitted to a vote of the people of the State, 
and adopted by a majority of the electors of the State voting upon 
the same. Nor shall there be any further issue of bonds, under 
what purports to be an amendment to Section to, Article IX, of 
the Constitution, adopted April 15, 1858, which is hereby expunged 
from the Constitution, excepting and reserving to the State, never- 
theless, all rights, remedies, and forfeitures accruing under said 
amendment.” The first half of this, providing that any proposal 
for the settlement of the bonds must first be submitted to the 
people, has been the barrier against which every effort for the re- 
moval of disgrace has spent itself uselessly. But the latter half has, 
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in like manner, always been the confusion of the repudiators; for 
the State had a right to the property of the roads only as a forfeit 
for the unredeemed bonds. If the bonds were not valid, as has 
since been repeatedly claimed, the State had neither right nor title 
to their assets, which it has nevertheless persistently retained. 

The holders of the bonds eagerly desired payment. But for sev- 
eral years following 1860, the people were too poortopay. Wealth 
increased, but as a large proportion of the foreign population who had 
come into the State knew nothing of the issue of the bonds, and 
did not entertain very high sentiments of State honor, they would hear 
nothing of their payment. Four abortive efforts were made to pay 
these bonds. Of these four propositions, one, passed by the Legis- 
lature in 1867, was to create from the sales of public lands and the 
taxes paid by railroads, a sinking fund for the liquidation of the 
bonds; one, passed in 1871, provided for a commission to test their 
validity, and in case it was sustained, authorized the issue of new 
thirty-year bonds to take their place; and one, passed in 1878, de- 
voted the proceeds of the internal improvement lands to their 
extinction ; but all three were defeated by heavy majorities upon the 
popular vote which the amendment of 1860 made an imperative 
preliminary. The fourth proposal, passed in 1870, was the only one 
which the people ever approved. This required $2,000,000 of the 
bonds to be deposited before the first Wednesday in? September 
with the Commissioner of the State Land Office, accompanied by a 
written contract on the part of the owners to purchase, at public 
auction, on that day, an amount of unimproved State lands equal 
in value to the face and unpaid interest on the bonds. It was ob- 
vious that the holders neither could nor would comply with such 
conditions in so short a time. The requisite number of bonds 
was not deposited by the specified date, and the act became null 
and void. 

As these bonds will mature in 1883, prompt action now became 
necessary to avert an act of avowed repudiation, The bondholders 
offered again and again to submit the validity of theirclaims to the 
State courts, agreeing in advance to the destruction of the papers if an 
adverse decision should be reached; but they could not obtain even 
this concession. Finally, Mr. Chamberlain, the holder of the largest 
amount of these bonds, proposed to the Legislature of 1881 to deposit 
them with the State Auditor; to have their validity passed upon; 
and if they were decided to constitute a valid obligation, to accept 
fifty cents on the dollar in full payment of principal and interest. 
No such proposition was ever before made to a wealthy and solvent 
State by rightful creditors. The Legislature responded by passing, 
on March 1, 1881, after much discussion, the act for a bond tribu- 
nal. This empowered the Governor to appoint a tribunal of five 
judges, before whom the counsel for and against the payment of 
the bonds were to be heard. They were to decide if the bonds 
were valid, and also if the amendment of 1860, requiring every 
proposition for their payment to be submitted to a popular vote, 
was constitutional. If the bonds were declared invalid, they were 
to be destroyed. If not, then, providing the 1860 amendment was 
constitutional, the proposition of settling at fifty cents on the dol- 
lar was to be laid before the people at the next election; but pro- 
vided the amendment was set aside, new bonds for thirty years, at 
five per cent., were to be immediately issued to the bondholders, for 
one-half the amount due them, and the old ones were to be can- 
elled. The proceeds of the 500,000 acres of State internal im- 
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provement lands were set aside for this purpose. The principal and 
accrued interest of the outstanding bonds amounts to about 
$ 7,000,000; and at the rate already realized for the lands the pro- 
ceeds would nearly or quite pay the whole debt. 

The court in September rendered’ a unanimous decision, which 
was given in the October number of this magazine. Briefly stated, 
the Court declared first, that the new tribunal was unconstitutional, 
because it involved the delegation of legislative powers to a judi- 
cial body; and second, that the amendment of 1860 was unconsti- 
tutional, because it tended to impair the obligation of contracts. 
With this, all provisions of the bill passed by the Legislature of 
course fell to the ground; but it also removed forever the fatal 
stumbling block of twenty years, which gave to a population largely 
composed of foreigners the right to decide whether the State should 
or should not pay its debts. 

The bondholders therr renewed their proposition. An extra ses- 
sion of the Legislature was called to consider it, and the Governor 
in his message to that body earnestly advocated paying the bonds. 
We have space only for the following extract: 

“My individual preference is that every dollar of the debt repre- 
sented by the Minnesota State railroad bonds should be paid in fuil, 
principal and interest. I believe that no course short of this is con- 
sistent with*the honor and integrity of a sovereign State, so far as 
relates to its own voluntary action, but, inasmuch as the holders of the 
bonds have, upon their own motion, proposed an adjustment on more 
favorable terms, an opportunity is presented for discharging the 
whole debt by partial payment without any necessary compromise of 
good name. This offer by the bondholders and the resulting act of 
adjustment based thereupon I regard as essentially a contract. The 
holders of these obligations submitted a proposition which you ac- 
cepted by the passage of an act reciting the same and providing means 
for its performance. The Supreme Court, while condemning the 
means thus provided, has reached the end proposed by rendering 
the decision upon which legislative settlement was conditioned, so 
that, while the compact remains binding on both parties its faith- 
ful performance is rendered more obligatory and the mode of its per- 
formance simplified by the action of our highest judicial authority. 
Under these circumstances the duty of the Legislature seems to 
me obvious and imperative. The reasons which induced the adjust- 
ment by the Legislature at the last session are reinforced by con- 
siderations of public policy and honor which cannot be mistaken. 
What was then constitutional, and to some extent a matter of 
doubt and experiment, now rests on the immutable basis of adjudi- 
cated law and justice.” 

A law has finally been enacted accepting substantially the propo- 
sition of the bondholders, so that now, after waiting twenty years, 
they will receive one-half of their honest dues. The original date 
of the bonds: redeemed was 1857 and the amount $2,275,000. Of 
2275 bonds’ issued, 2152 hawe been paid in the new adjustment 
bonds or cash. Of the remainder, fifteen have been in the State 
Treasury since the day the State received them as security for the 
circulation of its State banks, leaving 108 old bonds outstanding. 
They include all that are known to exist except about a half 
dozen. A Kansas man holds four, which he refuses to surrender, on 
the ground that the State should pay the principal and interest in 
full. Notice has been received of two or three others whose holders 
have just heard of the adjustment act. Perhaps others may turn 
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up, but it is probable the great majority have been lost or destroyed 
during the twenty-three years which have elapsed since their issue. 


For these 2152 old bonds received, the State has paid fifty per cent. 


of the sum of the principal and interest, amounting.to $4,049,911.34, 
less $131,580.69, which was deducted from certain classes of bonds 
to pay claims against contractors. In addition to the amount paid 
bondholders and this class of claimants, $53,086.66 was paid to 
contractors to settle their claims against the old railroad com- 
panies. 


_ 


—_ — SV 





CURRENT EVENTS AND COMMENTS. 


STEEL MAKING AT BLOCK ISLAND. 

The black sand of Block Island is being utilized, and an estab- 
tablishment has been erected at New Shoreham for converting it 
into ingots of hardened steel. The mineral ore is separated from 
the silicon by a magnetic apparatus. The one in operation con- 
sists of two immense horse-shoe magnets wound with insulated cop- 

r wire, surmounted by two iron rolls, twelve inches in diameter 
and twenty-four inches long, the extremities of the magnets being 
bored out, and acting as journals. These rolls revolve towards each 
other, and are magnetized by induction. This machine will clear 
100 tons of sand in ten hours. 


FREE WOOL. 

The British Government has declared that nothing but absolute 
prohibition against a flood of cheap colonial wools into England 
would be effectual to protect the domestic wool growers in that 
country. . . . Those whoccriticise our tariff laws say that “ wools 
and woolen” duties caused the decline in the price of wools and 
woolens after 1867. Instead of prohibition we have imposed a duty 
on such articles which has netted the country about $ 425,000,000 
in revenue since 1867. Now if the duty has all the time made 
wool in this country cheaper than it would have been under free 
trade, who has paid the duty? and are American wools cheaper 
now than they would have been with a flood of colonial wools 
without a duty ?—Soston Commercial Bulletin. 

IRON AND STEEL INDUSTRY. 

The growth of the iron and steel industry in the United States 
has been very remarkable. In 1810 we produced only 50,000 tons 
of iron, and our largest furnace could yield only 1,100 tons annu- 
ally. But in 1830 the product was 165,000 tons; in 1860, 1,000,000 
tons; in 1880 the iron and steel works of the United States pro- 
duced 7,265,100 tons. The aggregate annual product of our manu- 
facturing and mechanical industries is now more than $6,000,000,000, 
Of this vast product less than $ 200,000,000 are exported. And of 
the $900,0c0,000 produced by agriculture less than ten per cent. is 
exported. On the self-supporting power of the American people, 
and of the mutual relations existing between our industries, we can 
dwell as Americans with the most profound satisfaction. The re- 
ceipts at the seaboard cities for exportation and consumption, in- 
cluding all kinds of grain, ground and unground, aggregated 
352,921,452 bushels in 1879, and 369,559,607 in 1880. The whole 
eastern movement of Western grain, including shipments to interior 
points on the Atlantic slope, must somewhat exceed 400,000,000 
bushels—not more than one-sixth of the total production of an 
abundant year. 
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RELATION OF PRICES TO THE VOLUME OF BUSINESS. 


_ Col. Grosvenor, in The Public of January 5th, says: “ Investiga- 

tions show beyond dispute that the decline in business from 1875 
to 1878 was /ess than the fall in prices, and that the increase in 
business since 1878 has been greater than the rise in prices. In 
other words, the volume of business, measured by quantitigs of pro- 
ducts exchanged, has been generally increasing throughout the period 
under consideration, as well when business was bad, and resulted in 
general losses, as when it was good and yielded large profits. The 
decline of prices was such that $100 in 1875 would buy about as 
much as $81.68 in 1878. But the decrease in volume of business 
was from $100 to $84.90 outside of New York, and considerably 
less at this city, with or without deduction, on agcount of specula- 
tion in stocks. The advance in prices to November, 1881, was such 
that $100 in 1875 and $81.68 in 1878 would have bought as much 
as $103.76 in 1881. But the ratio of increase in the volume of 
business was such that for every $100 paid in 1875, there were paid 
outside of New York $147.29, and at New York $195.30, after de- 
ducting double the market value of stocks sold. If prices are 
compared after the methods usually employed, neither the decline 
nor the rise will appear as great as it really was, but the result will 
be the same—the increase in volume of business during the whole 
period or since 1878 will be found far greater than the advance in 
prices. 

GERMAN GRAIN TRAFFIC. 


During the last thirty years the German grain traffic has undergone a 
vast transformation. From having been a considerable exporter of 
wheat, rye and barley in 1848, and for many succeeding vears, Ger- 
many has become a large importer of these cereals. Thus in 1880 
the United States supplied Germany with thirty-nine per cent. of 
her importations of wheat, twenty per cent. of her importations of 
rye, twenty-two per cent. of her barley, nine per cent. of her oats 
and ninety-two per cent. of her corn. From these and other sta- 
tistics the Congress of German agriculturists conclude that the fu- 
ture power of the United States agriculturally is so enormous as 
to render the struggle to preserve German agriculture one of life or 
death to the German people. The English farmer is confronted 
with a problem equally serious. 


PATENTS IN TURKEY AND LIBERIA, 


General patent laws have been lately passed and promulgated in 
Turkey and Liberia, in which countries inventors may now, for the 
first time, secure their new inventions. The Turkish patent law is 
substantially a copy of the French and German systems. Any person 
may take a patent on deposit of drawings and specifications. Long- 
est term of the patent is fifteen years; annual tax, £4. The in- 
vention must be worked within two years from the date of the 
patent. The penalties for infringement and the proceedings are the 
same as in European countries. In Liberia the patentee must be 
the inventor, or must have lawfully acquired the invention from 
the inventor. Drawings and specifications must be furnished. The 
government fee is about f10 10s. The proceedings are much the 
same as in taking an American patent. The invention must be 
worked within three years after the grant of the patent. 
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USURY TAKEN BY NATIONAL BANKS. 


UNITED STATES SUPREME COURT, DECEMBER 12, 1881. 
National Bank of Gloversville v. Fohnson. 


A person who procures the discount by a National bank‘ of promissory notes of 
others, held by him, he indorsing the same, at an unlawful rate of interest, may 
maintain an action to recover back from the bank twice the amount of such 
interest, under the provisions of the United States Revised Statutes, section 51098, 
giving the right to such an action, and this notwithstanding the transaction would 
not, under the law of the State where the bank is located, be usurious if between 
private persons. 


In error to the Supreme Court of the State of New York. The action was 
brought by James H. Johnson to recover penalties for the taking of excessive 
interest. The opinion states the case. 


MATTHEWS, J. 

The original action was brought in the Supreme Court of the State of New 
York by the defendant in error to recover of the plaintiff in error, a National 
bank, penalties alleged to have been incurred by it under, sections 5197 and 
5198 of the Revised Statutes of the United States. These sections are as 
follows : 

‘*Sec. 5197. Any association may take, receive, reserve and charge on any 
loan or discount made, or upon any note, bill of exchange, or other evidence of 
debt, interest at the rate allowed by the laws of the State, territory or district 
where the bank is located, and no more, except that where by the laws of any 
State a different rate is limited for banks of issue organized under State laws, 
the rate so limited shall be allowed for associations organized or existing in any 
such State under this title. When no rate is fixed by the laws of the State or 
territory or district, the bank may take, receive, reserve or charge a rate not 
exceeding seven per centum, and such interest may be taken in advance, 
reckoning the days for which the note, bill or other evidence of debt has to 
run. And the purchase, discount or sale of a dona fide bill of exchange, pay- 
able at another place than the place of such purchase, discount or sale, at not 
more than the current rate of exchange for sight drafts, in addition to the 
interest, shall not be considered as taking or receiving a greater rate of 
interest. 

‘*Sec. 5198. The taking, receiving, reserving, or charging a rate of interest 
greater than is allowed by the preceding section, when knowingly done, shall be 
deemed a forfeiture of the entire interest which the note, bill or other evidence 
of debt carries with it, or which has been agreed to be paid thereon. In case 
the greater rate of interest has been paid, the person by whom it has been 
paid, or his legal representatives, may recover back, in an action in the nature 
of an action of debt, twice the amount of the interest thus paid from the asso- 
ciation taking or receiving the same; provided such action is commenced 
within two years from the time the usurious transaction occurred. That suits, 
actions and proceedings against any association under this title may be had in 
any Circuit, District or Territorial Court of the United States, held within the 
district in which such association may be established, or in any State, county or 
municipal court in the county or city in which said association is located, having 
jurisdiction in similar cases.” 

The facts as stated in the record are undisputed. The defendant below, a 
National-banking association, doing business at Gloversville, in the State of 
New York, from November 10, 1874, to February 7, 1876, discounted for the 
plaintiff commercial paper and promissory notes amounting to $158,003. All 
such discounts were made at a uniform rate of*interest, being twelve per cent. 
per annum. The whole amount of interest paid thereon by the plaintiff below 
was $6,564.88, being an excess beyond the rate allowed by the general laws 
of the State of $2,735.36. This interest was knowingly charged and received 
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by the bank. The most of the paper discounted was business paper, that is 
negotiable promissory notes, held and owned by the plaintiff below, and on 
which he could have maintained actions against the prior parties. A small 
portion was accommodation paper, but not known by the bank to be such, and 
there was nothing upon its face to indicate that to be its character, All the 
paper discounted was paid to the bank at maturity or before the present action 
was brought. At the times when the notes were discounted they were in- 
dorsed by the plaintiff below, and the proceeds of the notes discounted were 
entered to his credit in his bank account. 

Upon these facts judgment was rendered against the defendant below for 
$5,470.72, twice the amount of the interest in excess of seven per cent. per 
annum, to reverse which, this writ of error is prusecuted. 

It is contended on behalf of the plaintiff in error that the sections of the 
Revised Statutes in question were intended only to prevent National banks 
from violating the usury laws of the State in which they were severally organized 
and established ; and that while by the law of New York it is usurious to loan 
or advance money to a party upon his own paper, or upon paper made for 
his accommodation, at a greater rate of interest or discount than seven per 
cent. per annum, yet it is not usurious or illegal in that State for natural 
persons to acquire business paper, that is, paper valid in the hands of the 
holder, so that he might maintain an action thereon against the prior parties, 
at any rate of discount agreed upon between the parties to the negotiation, 
without limit in excess of seven per cent. per annum. 

It is assigned for error that the Court of Appeals negatived this propo- 
sition. 

The rate of interest upon the loan or forbearance of money, established 
and in force by the laws of New York, is seven per cent. per annum. Part 
a on. 4 . T, 3 RS. M. Yo Fa FE. 

By section 5 of the same act it is provided that all bonds, bills, notes, 
assurances, conveyances, all other contracts or securities whatever ( exceyt 
bottomry and respondentia bonds and contracts), etc., whereupon or whereby 
there shall be reserved or taken or secured, or agreed to be reserved or 
taken, any greater sum or greater value for the loan or forbearance of 
money, etc., than is above prescribed, shall be void. 

It is and long has been the law in New York, as decided in Cram v- 
Hendricks, 7 Wend. 569, that ‘‘the transfer by the payee of a valid avail- 
able note, upon which when due he might have maintained an action against 
the maker, and which he parts with at a discount beyond the legal rate of 
interest, is not a usurious transaction, although the payee on such transfer 
indorses the note; and on non-payment by the maker, the indorsee may main- 
tain an action against the indorser; but the sum which the indorsee in such 
case is entitled to recover of the indorser is the amount of. the advance 
made by him, together with the interest thereon at the legal rate; while in 
an action against the maker, the indorsee is entitled to the whole amount 
of the note.” 

This proceeds upon the idea that the original note is founded upon a 
valid consideration, free from usury in its inception; and that the indorse- 
ment and delivery contain two contracts; one executed, which transferred the 
title, as upon a sale, as if indorsed without recourse; the other executory, 
upon which the indorser is liable to the indorsee, to pay upon the default 
of the maker, after demand and due notice thereof; although in the latter 
case it will be observed the recovery is limited by the New York decisions 
to the actual consideration paid, with lawful interest thereon. 


The transaction is treated as a sale of the note, and no limits are fixed by law 
upon the price of the article sold; but so far as the liability of the vendor 
is concerned, in order to avoid the consequences of treating the advance money, 
which constituted the consideration, as a loan, it is limited to a return thereof, 
with lawful interest. . 

The question we have now to determine is whether, in transactions of this 
description, in which a National banking association is the transferee, the same 
view can be taken of the relations and rights of the parties, in the present case 
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the Court of Appeals having decided that the same rule does not apply. 74 
N. Y. 320. 

The very point had been previously raised and decided by that court in Nash 
v. White's Bank of Buffalo, 68 N. Y. 396, which was an action to recover pen- 
alties under the State law of 1870, in reference to banking institutions, for dis- 
counting paper at a greater rate of interest than seven per cent. per annum. 
The provisions of that act, being chapter 163, Laws of New York of 1870, cor- 
respond almost exactly with those of sections 5197, 5198 of Revised Statutes of 
the United States, now under consideration, it being the declared intent of the 
statute to place the banking associations of the State on an equality, in the 
particulars specified, with National banks, under the sections referred to. It 
was held that the fact that the paper discounted was business paper, pur- 
chased by the defendant, did not constitute a defense, for the question was 
not whether it was an illegal transaction under the general statutes against 
usury, but whether it was within the terms of the prohibition, which forbade 
banks from charging on any discount a rate sreater than seven per cent. per 
annum. 

And in Atlantic State Dank of Brooklyn vy. Savery, 82 N. Y. 291, it was 
decided that the purchase of a promissory note for a sum less than its face, is 
a discount thereof within the meaning of the provision of the Banking Act of 
that State (§ 18, ch. 260, Laws of £838), which authorizes associations organ- 
ized under it to discount bills and notes. And in support of that definition of 
the terms. the court cites the authority of McLeod on Banking, 43, where the 
author says: ‘* The difference between the price of the debt and the amount 
of the debt is called discount,” and ‘‘to buy or purchase a debt is always in 
commerce termed to discount it.” 

In /lecknerv vy. Bank of United States, 8 Wheat. 359, Mr. Justice Story said ; 
‘* Nothing can be clearer than that by the Janguage of the commercial world 
and the settled practice of banks, a discount by a bank means ex wi termini, : 
a deduction or drawback made upon its advances or loans of money, upon 
negotiable paper or other evidences of debt, payable at a future day, which are | 
transferred to the bank,” and added, that if the transaction could properly be 
called a sale, ‘‘it is a purchase by way of discount.” 

Discount, as we have seen, is the difference between the price and the 
amount of the debt, the evidence of which is transferred, and that difference 
represents interest charged, being at some rate, according to which the price 
paid, if invested until the maturity of the debt, will just produce its amount. 
And the advance therefore upon every note discounted, without reference to 
its character as business or accommodation paper, is properly denominated a 
loan, for interest is predicable only of loans, being the price paid for the use 
of money. 

The specific power given to National banks, R. S, § 5, 136, is ‘‘to carry on 
the business of banking by discounting and negotiating promissory notes, 
drafts, bills of exchange and other evidences of debt.” So that the discount 
of negotiable paper is the form according to which they are authorized to make 
their loans, and the*terms ‘‘loans’”’ and ‘‘discounts” are synonyms. It was 
so said in Zalmadge v. Pell, 3 Seld. 328; and in Viazara County Bank v. Baker, 
15 O. S. 68, the very point decided was that ‘‘to discount paper, as under- 
stood in the business of banking, is only a mode of loaning money with the 
right to take the interest allowed by law in advance.”’ 

But whether loans and discounts are identical, in the sense of section 5197, 
or not, is quite immaterial, for both are expressly made subject to the same 
rate of interest. And unquestionably the transfer of the notes, which forms the 
basis of this controversy, if not a loan, was a discount. 

The contention of the plaintiff in error, that under this section whatever by 
the law of the State is lawful to natural persons, in acquiring title to negotiable 
paper by discount, is lawful for National banks, cannot be sustained, and derives 
no countenance, as is argued, from the decision in 77fany v. National Bank, 
18 Wall. 409. All that was said in that case related to loans and to the rate 
of interest that was allowed thereon; and it was held that where by the laws 
of a State in which a National bank was located one rate of interest was lawful 
for natural persons and a different one to State banks, the National bank was 
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-authorized to charge on its loans the higher of the two. The sole particular in 
which National banks are placed on an equality with natural persons is as to 
the vate of interest, and not as to the character of contracts they are authorized 
to make ; and that rate thus ascertained is made applicable both to loans and 
‘discounts, if there be any difference between them. It is not intimated or 
implied that if in any State a natural person may discount paper, without 
regard to any rate of interest fixed by law, the same privilege is given to 
National banks. The privilege only extends to charging some rate of interest 
allowed to natural persons, which is fixed by the State law. 

If it be said that the rate is allowed by the law of the State, when it per- 
mits the parties to reserve and receive whatever they may agree upon, then 
the section furnishes the conclusive answer that ‘‘when no rate is fixed by 
the laws of the State, etc., the bank may take, receive, reserve or charge a rate 
not exceeding seven fer centum.”’ So that the transaction in question, in either 
aspect, is within the prohibition of the statute, and subjects the bank to the 
penalties sued for. 

The conclusion is confirmed by the provision which declares that ‘‘the pur- 
chase, discount or sale of a dona fide bill of exchange, payable at another place 
than the place of such purchase, discount or sale, at not more’ than the current 
rate of exchange for sight drafts in addition to the interest, shall not be con- 
sidered as taking or receiving a greater rate of interest.’”’ Here the purchase, 
discount and sale of bills of exchange are classed as one, and subject to the 
same rule and rate of interest. In section 5198, the forbidden transaction for 
which the penalties are prescribed, is spoken of as usurious; but this reference 
2 to the prohibitions of the preceding section, and not to the laws of the 
state, 

In the present case the paper was transferred by an indorsement, imposing 
the ordinary liability upon the indorser. It may perhaps be distinguished from 
cases where the title to the paper is transferred by an indorsement without 
recourse, or by mere delivery. The advance in such cases, to the previous 
holder of the agreed consideration, can hardly be considered a loan, for the 
relation of debtor and creditor as between them is not created by the transaction, 
if made, as supposed, in good faith and not as a cover for usury. Whether 
it be a discount, within the meaning of the sections we have considered, and 
therefore subject to the same rule as to the rate of interest at which it may 
be discounted, which we have decided to be applicable to the transaction de- 
scribed in the present case; and if not, but is to be treated as a purchase of 
the paper, lawful at any proportion which the price paid bears to the amount 
ultimately payable by the parties to it, whether in that case National banks 
are authorized by the law of their organization to acquire title to it in that 
way, are questions which do not arise in this case, and upon which we express 
no opinion. 

We find no error in the judgment, and it is accordingly affirmed. 


LEGAL MISCELLANY 


INTEREST ON STOCK.—Interest is not recoverable in any action against a 
stockholder to enforce his liability to creditors of the corporation for double. 
the amount of his stock.—JA/unger et al. v. FYohnson, Sup. Court of Illinois. 


PAYMENT OF NOTE.—Where a note is payable at a designated bank, a 
deposit therein of the amount due, on the day of payment, and leaving 
the amount with the bank, discharges the maker, though the bank after- 
wards fails.—Zazéer v. Horan, Supreme Court of Iowa. 


ALTERATION OF BANK Note.—An alteration in the number of a note of the 
Bank of England is not such a sufficient and material alteration of the note as 
to enable the bank to refuse payment of the same to a dona fide purchaser for 
value without notice. Suffell v. Bank of England. English High Court of Jus- 
tice, July, 1881. 
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LIABILITY WHERE DEPOSITOR MINGILES DEPOSIT BELONGING TO a CoM- 
PANY WITH HIS Own.—The United States Supreme Court has recently 
rendered a decision involving the above question : 

The case was that of Zhe Central National Bank of Baltimore v. The Con- 
necticut Mutual Life Insurance Company. The litigation grew out of a deposit 
of about $11,000, made in the bank above named by A. H. Dillon, Jr., Gen- 
eral Agent of the Connecticut Mutual Life Insurance Company, and standing 
on the books of the bank in the name of Dillon, as agent. It appears that 
Dillon was in the habit of depositing to the credit of his agency account 
money belonging to him personally, as well as money collected for and be- 
longing to the insurance company, and that he drew checks against his 
agency account for his personal use, as well as for the remittances which he 
made to the company whose agent he was. In 1873 the bank discounted for 
Dillon and his wife personally a note of $10,000, the proceeds of which Dil- 
lon used in certain business speculations, When this note fell due it was not 
paid, and the bank, on the Ist of June, 1874, charged it to Dillon’s agency 
account. The insurance company maintained that the undrawn balance of the 
agency account—about $ 11,000—belonged to them, and that the bank had no 
right to satisfy out of their funds a note given by Dillon to raise money for 
his personal use. The company, therefore, brought suit to recover from’ the 
bank the amount of this undrawn balance of Dillon’s agency account. The 
court below rendered a decree directing the bank to pay to the complainant, 
the Connecticut Mutual Life Insurance Company, the amount of the fund 
claimed, with interest. The bank thereupon appealed. This court holds that 
when against a bank account, designated as one kept by the depositor in a 
fiduciary capacity, the bank seeks to assert its lien as a banker for a_ personal 
obligation of the depositor, known to have been contracted for his private 
benefit, it (the bank ) must be held as having notice that the fund represented 
by the account is not the individual property of the depositor if it is 
shown to consist in whole or in part of funds held by him in a trust rela- 
tion. The court further holds that if money held by a person in a fiduciary 
capacity, though not as trustee, has been paid by him to his account at his 
banker’s, the person for whom he holds the money can follow it and has a 
charge on the balance in the banker’s hands, even though it is mixed with his 
(the depositor’s) own moneys. Also, that the bank cannot be permitted to as- 
sert its own claim to the balance of an agency account as against the equity of 
the beneficial owner when the bank has notice, either actual or constructive, 
of such equity. The decree of the court below is therefore affirmed. Opinion 
by Justice Matthews. 


NoticE—To DIRECTOR OF BANK—KNOWLEDGE OF AGENT BEFORE EM- 
PLOYMENT,—A notice to a bank director or trustee, or knowledge obtained by 
him while not engaged either officially or as an agent or attorney in the busi- 
ness of the bank, is inoperative as a notice to the bank. A single trustee or 
director has no power to act for the institution that creates his office, except in 
conjunction with others. It is the board of directors only that can act. If 
the board of directors or trustees makes a director or any person its officer or 
agent to act for it, then such officer or agent has the same power to act, 
within the authority delegated to him, that the board itself has. His authority 
is in such case the authority of the board. Notice to such officer or agent or 
attorney, who is at the time acting for the corporation in the matter in ques- 
tion, and within the range of his authority or supervision, is notice to the cor- 
poration. Knowledge of an agent obtained prior to his employment as agent, 
and which he has no personal interest to conceal, will be an implied or im- 
puted notice to the principal, when the knowledge is so fully in mind that it 
could not at the time have been forgetten, and relates to a matter so material 
to the transaction as to make it the agent’s duty to communicate the fact to 
his principal: In such case the presumption that an agent will do what it is 
his duty to do, having no personal motive or interest to do the contrary, is so 
strong that the law does not allow it to be denied. Fairfield Savings bank v. 
Chase. 72 Maine. ‘ 


40 
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STATE FINANCIAL STATISTICS. 


NEW YORK. 


The operations of the financial department for the past fiscal year, and the 
general condition of the State Treasury on the 3oth of September, 1881, are 
exhibited by the following detailed statement : 

RECEIPTS AND PAYMENTS. 


Aggregate balances in the Treasury of all the funds October 1, 1880. $3,448,215 38 
Aggregate receipts during the fiscal year ending September 30, 1881. 14,940,403 90 


$ 18,388,019 28 














ee ES Ce GO SRI i aso deinen cd ccesencvescccceseenswes 12,856,760 57 
+, Balance in the Treasury September 30, 1881..............c000 000. $ 5,531,858 71 
The amount of receipts into the Treasury on account of the General 

Fund Revenue, during the year ending September jo, 1881........ $ 8,751,034 80 
TTT ET TT COT TTT LTE CCUTT TO COLE T TTT TOOTS 6,986,370 o1 
Renek cain, Bepbeber Ba, BORE a oa 5 ocncccesecs ceccccccccsccees $ 1,764,664 79 


SUPPLEMENTARY STATEMENT. 


Balance due from County Treasurers, September 30, 1881, on State 

nce neceneed Wedd PRGA EEES SHEER CODE COnnEE EK 4s beau $ 247,025 47 
Add amount paid on account of 1881, appropriations, included in the 

tax levy payable into the State Treasury in April and May, 1882, 








of which $440,000 was for new Capitol............ccccccccceeeee 1,021,272 51 
Add apparent surplus of the revenue, September 30, x881, as shown 
EN GUI 6. 6 06.6606 006496 6080 0dseseescedhenesecsenses 1,764,664 79 
Ee een $ 3,032,962 77 
Deduct balances of 1880, appropriations unpaid and in force Sep- 
PO ETT TCT TO LOT TCC TTT TET CTT Tee 533,347 50 
Reed GRR TAGE BR, GG iio oo osicc ences neds cvcccces veesceen $2,499,615 27 
DEBT. 


On the 30th September, 1880, the total funded debt was $9,114,054.87, 
classified as follows: 





Cee FE CEGIER GORE ones oc cccns cccccesesccccocveseccces $ 122,694 87 
OS NRMP TTP TTT TTT TEE TTT TTT Te CT ELT LT TTT TT TOPT TTT TTT eee 8,988,360 oo 
NT co 6 deh 0066-50000 604 0409 0640 00806 6 6 0ewnen sess Seen ceces oes no. 3,000 00 

ee $9,114,054 87 


On ‘the 30th September, 1881, the total funded debt was $9,109,054.87, 
classified as follows: 





General Fund (Indian annuities)................. err Ter TTT TT Te $ 122,604 87 
sé 606066660046 00060000 6006 S608 coe CeCe TTT TTT TT CTT TT CTT ,983, 360 00 
Bounty. ......... Pee TCT Te eT TPCT TT TT eT E Te Seceess 3,000 O00 
Mn 60064 64694:66 0606640400:04654 080050 Keenerscecceoesecees $ 9,109,054 87 

A balance of $2,422,981.57 in the canal sinking fund leaves the 
amount of that debt, unprovided for September 30, 1881, at...... 6,560,378 43 

The State debt on the 30th September, 1880, after deducting the 
unapplied balances of the sinking funds, amounted Wiccvess cess 7,259,574 7° 
On the 30th September, 1881, including $ 122 1694. sdttcsidenckss oon 6,683,073 30 
Showing net contribution to’ gD SARE ree 376,501 40 


The actual reduction of the debt during the same period by cancel- 
EE rere ne a Pe 
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TAXATION, 
The following table shows the assessed valuation of all property, the rate of 
taxation for State purposes, and the amount of tax of each year from 1859 to 
to 1881, both inclusive : 








Aggregate Rate of State tax in 
equalized mills on each State tax levied, 

Year. valuation. dollar of valuation. including school tax. 
1859... $1,404,913,679 er 2 1-2 wate $ 3,512,284 26 
1860... 1,419,297,520—..... 3 5-6 roe 5,440,640 48 
1851. ..  1,441,767,430 saan 3 7°8 sme 5,586,848 79 
1862... — 1,449,303,948 4 3-4 vase 6,834,193 75 
1863...  1,454,454,817 5 ones 7,272,274 08 
1864... — 1,508,999,877 5 1-4 sees 7,880,249 35 
1865... 1,550,879,685 4 53-80 hanes 7,230,976 53 
1866... 1,531,229,636 5 9-16 owes 8,517,464 85 
1867... 1,664,107,725 7 3°5 — 12,547,218 71 
1868... 1,766,089,140 5 4°5 “ee 10,243,317 C1 
1869. . 1,860, 120,770 5 58 wie 10,463,179 33 
1870... 1,967,c01,185 7 41-156 iene - 14,285,976 55 
1871... 2,052,537,898 5 79-120 oees 11,613,943 51 
1872... 2,088,627,445 9 3°38 <0-n 19,580,882 30 
1873... 2,129,626,386 6 95-100 “oe 14,800,963 38 
1874... 2,169,307,873 7 1-4 juite 15,727,482 08 
1875... 2,367,780, 102 6 oeee 14,206,680 61 
1876... 2,466,267,273 3 11-24 ones 8,529,174 32 
1877...  2,755,740,318 3 1-6 nen 8,726,511 O41 
1878. .  2,738,378,600 2 9-10 wate 7;941,207 94 
1879...  2,686,139,133 2 863-1000 wane 7,090,416 34 
1880... 2,637,869,238 3 1-2 — 9,232,542 33 
1881...  2,681,257,006 aaa 2 I-4 some 6,032,829 61 

The gross valuation of taxable property in 1871 was......... weee $2,052,537,898 
The gross valuation in 1881 wa. ........ccccsccccccscccccccscccess 2,681,257,606 

ee OS i eeraieiieddiewndeaneheteemaaee $ 628,719, 708 
Increase of valuation of 1881, compared with 1880...............44- $ 43,388, 368 


The State tax for the current fiscal year is 24% mills, which is the lowest 
rate since 1856, and on the present valuation will yield $6,032,829.61. The 
reduction of the rate of taxation for State purposes to the above low figure is 
attributable to the revenue derived from the tax put upon the franchise or 
business of corporations by act, chapter 542 of 1880, as amended by chapter 361 
of 1881, and to a judicious use of the veto power by Governor Cornell. 


MASSACHUSETTS. 


The debt of the State on January 1, 1882, was $32,399,464. The sinking 
fund has increased to $14,285,781. The expense of the administration of 
State affairs increased about half a million of dollars during the past year, and 
the estimates for the ensuing year are a quarter of a million in excess of last 
year. <A tax of $1,090,000 will be required, and possibly $ 500,000 more. 

The Governor in his annual message approved the proposition that savings 
banks be prohibited from investing more than one quarter of their deposits in 
National-bank stocks. He specially asks the Legislature to provide a method 
by which the right of the Troy and Greenfield Railroad Company to redeem 
the Hoosac Tunnel property may be exercised. He recommends that the State 
sell all its interest on the New York and New England Railroad, amounting 
to 34,750 shares of the stock, applying the proceeds to the sinking fund. 

PENNSYLVANIA, 

The bids for the new $10,000,0c0 State loan were opened January 4th in 
the presence of the Governor, Secretary of the Commonwealth, the State 
Treasurer and representatives of Drexel & Co., Townsend Whelen & Co., and 
Theodore Walton, all of whom had bid extensively. Of the loan Drexel & Co. 
will get about $6,300,000 thirty-year bonds at 4 per cent., at an average pre- 
mium of 1.07. Townsend Whelen & Co., of Philadelphia, will receive about 
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$200,000 of the thirty-year loan at 4 per cent. and $825,000 at 3% per cent. 
B. K. Jamison, of Philadelphia, will be awarded $600,coo at 3% per cent., 
Gilpin & Co, $276,000 at 3% per cent. and James T. Young, of Philadelphia, 
$600,000 at 3% per cent. About $500,000 of the long bonds brought 4 per 
cent. and an average premium of 1.07, and $1,500,000 of the long bonds 
3% per cent. and an average premium of 1.02%. One million dollars of the 
short bonds were disposed of at 3% per cent. and $1,5c0,000 at 4 per cent. 
In the aggregate $20,000,000 were bid; over $6,500,000 were withdrawn. 
The premiums amount to about $400,000, much larger than the sinking-fund 
commissioners had anticipated, 








NEW FINANCIAL BILLS. 


Representative Buckner, of Missouri, who was Chairman of the House Bank- 
ing and Currency Committee during the Forty-fifth and Forty-sixth Congresses, 
has introduced in the House two important financial bills. Mr. Buckner is one 
of the most conservative opponents of the National-banking system. He does 
not believe in abolishing the banks suddenly, but is opposed to renewing their 
charters, and in favor of gradually taking from them their circulating notes and 
substituting therefor redeemable non-legal-tender Treasury notes. 

The first bill provides for the gradual retirement of the greenbacks and Na- 
tional-bank notes and the substitution therefor of Treasury notes. 

The first section provides that after the passage of the act no National bank 
shall be organized, formed, or, in the case of old banks, be continued under the 
existing laws; and that no circulating notes shall be paid to any banking asso- 
ciation, now organized or in existence, in addition to those outstanding, except 
in renewal of defaced, worn-out, and mutilated notes of associations already 
issued and outstanding. 

The second section provides for the issue of Treasury notes to an amount not 
exceeding the aggregate of the present outstanding legal-tender circulation and 
of the National-bank-note circulation, in denominations of ten, twenty, fifty, one 
hundred, and one thousand dollars; and which shall be made payable on de- 
mand at the office of the Assistant Treasurer in the city of New York in 
standard gold or silver coin when presented in sums of not less than one hun- 
dred dollars. The Treasury notes are to be receivable by the United States for 
all taxes, customs, dues, demands, and claims of the United States, and to be 
received at par in all parts of the United States in payment for all salaries and 
other debts and demands owing by the United States to individuals, corpora- 
tions, and associations within the United States, except where some other mode 
of payment is expressly provided by law or contract. 

The third section provides the method by which the above substitution of 
Treasury notes for legal-tender notes shall be effected. Whenever the legal 
tenders are received into the Treasury and Assistant Treasuries, the Secretary is | 
to be prohibited from paying out any of the notes thus received to any creditor 
of or claimant against the United States, but shall in all such cases pay out 
Treasury notes or standard gold or silver coin. 

The fourth section provides the method by which the substitution of Treasury 
notes for National-bank notes shall be effected. Whenever the charter of a 
National bank shall expire, or is about to expire, or whenever any such bank 
shall by a vote of its shareholders, owning two-thirds of its stock, determine to 
go into liquidation and close its business as a National bank, and the bonds 
deposited by such bank to secure its circulation, or any part thereof, shall con- 
sist of the continued 3% per cents,, the Secretary of the Treasury is authorized 
to exchange Treasury notes for the bonds so held, at par and accrued interest, 
or he may exchange the notes for standard gold or silver coin, and redeem the 
bonds referred to with coin, and thereafter the circulating notes of the bank 
shall be redeemed at the Treasury of the United States, and when so redeemed 
they shall be canceled and destroyed. And any National bank whose circula- 
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tion is secured by bonds of the United States other than the continued 3%s, 
and whose charter is about to expire, or whose stockholders, by a vote of two- 
thirds thereof in amount, shall determine to go into liquidation, shall proceed as 
provided in Sections 5221, 5222, 5224, and 5225 Revised Statutes, by making 
a deposit of Treasury notes, or of standard gold or silver coin; and thereafter 
the notes of such bank shall be redeemed at the Treasury with Treasury notes 
or standard gold or silver coin, provided that it shall after the passage of 
the act increase its circulation: and provided that nothing in the act shall be 
construed to authorize any issue of Treasury notes in excess of the aggregate of 
the legal-tender notes and National-bank notes outstanding at the passage of 
the act. 

The fifth section provides that the reserve required to be kept by Na- 
tional banks under Sections 5191 and 5192 Revised Statutes and the five-per- 
cent. redemption fund, shall be kept in Treasury notes or standard gold or 
silver coin. The section further provides that it shall be the duty of the Sec- 
retary to set apart and to hold as a fund for the redemption of the Treasury 
notes and the legal-tender notes twenty-five per cent. of the amount of such 
Treasury notes and legal tenders outstanding. 

The sixth section provides that all taxes on bank checks shall be abolished, 
and that Section 5214 Revised Statutes, so far as it imposes taxes on the de- 
posits and capital stock of banks, shall be repealed as to all bankers and banks 
not issuing circulating notes. 

The second bill is one to provide for the issue of bullion certificates. It re- 
peals certain existing laws regarding the issue of gold and silver certificates, 
and enacts this instead thereof. The Secretary of the Treasury is authorized to 
issue certain certificates on the deposit of gold and silver bullion, at the rate 
of 24 8-10 grains of standard gold, and 412% grains of standard silver to the 
dollar, in denominations of $10, $20, $50, & 100, $500, and $1.c00.. The 
certificates are to be redeemed in standard gold or silver coin, at the office of 
the Assistant Treasurer in New York, when presented in sums of $1,000; pro- 
vided the gold and silver bullion deposited in the Treasury under the provisions 
of the act may be coined as if owned by the Government, and the proceeds 
of the coinage and the uncoined bullion shall be held as a fund for the re- 
demption of coin certificates. It is further provided that, until the market value 
of silver bullion in New York shall be equal to its coinage value, not more 
than four millions and not less than two millions’ worth of silver bullion shall, 
during any one month, be deposited in accordance with the provisions of the 
act; but that when the market value of bullion in New York shall equal its 
coin value, the deposit of silver bullion shall be free and unrestricted, and the 
standard silver dollar shall be cvined under like conditions and on like terms 
with gold. The gold and silver certificates issued under the act are to be re- 
ceived for all public dues and are to be paid out to all officers and employes of 
the Government and in discharge of all debts of the United States, except 
where otherwise stipulated in contract. 

The bill also provides that hereafter no gold pieces of less denomination than 
$5 shall be eoined, nor shall there be issued any legal-tender notes or National- 
bank notes, or other paper currency of a denomination less than $10, and the 
Secretary of the Treasury is required to cancel and destroy all paper issues of 
denominations less than $10 as they are received in the Treasury, and in their 
stead to pay out an equal amount of notes of the denomination of $10 and up- 
ward, or in standard gold and silver coin, 





So ie. 


MINT VALUE OF FOREIGN CoINs.—The annual estimate, by the Director of 
the Mint, of the values of foreign coins for 1882, makes only two changes from 
the values as shown in the Treasury circular of January 1, 1881. The Aus- 
trian florin and the Japanese yen are each reduced one mill. The gourde, the 
monetary unit of Hayti, is added to the list of foreign coins, and its valuation 
placed at 96.5 cents. , 
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CONDITION OF THE STATE BANKS OF NEW YORK. 


Superintendent Hepburn of the Bank Department of the State of New York, 
reports that at the close of the last fiscal year, Sept. 30, 1881, seventy-two banks 
of discount and deposit, organized under the laws of this State, were engaged 
in active business. During the year the following-named banking associations 
were organized, viz. : 


Capital. 
poommt Glecsts Haak. Mew Vork City. ....csscccccescccescceeess $ 100,000 
TE ee 50,000 
SE ee 300,000 
it. Bmweemce County Tam, Camtoe. o.ccccccccccccsescesecese: 50,000 
Deposit and Cheque Rank, New York City.................... 100,000 
I TT ET ET 300,000 


The four first-named banks are now in operation. The Deposit and Cheque 
Bank has not as yet opened for the transaction of business. The First Na- 
tional Bank of Rondout on the 12th day of October, 1880, changed from the 
National system to a State bank under the name of the Rondout Bank. On 
Oct. 18, 1880, the said bank changed back to the National system, resuming 
its former name. The object of this double change was to obtain a new char- 
ter under the National system, which would run for the ensuing twenty years, 
the original charter of the bank (for twenty years) being about to expire. 
During the year one banking association doing business in the City of New 
York reduced its capital from $412,500 to $ 200,000. 

Following is a summary of the quarterly reports of all of the banks for the 
days nearest the close of the last two fiscal years: 

















Condition Condition 
RESOURCES. Sept. 18, 1880. Sept. 24, 1881. 
Loans and discounts, less due from direc- 

Cth ee bee cowie ke eN eee keke s $ 63,502,759 i $ 74,745,135 
EEE ee ee 2,676, 500 sa 3,034,151 
EE ee ee 89,668 és 105,011 
Due from trust companies, State, National 

and private banks and brokers.......... 737345352 + 8,587,787 
EEE 2,235,232 és 2,038,033 
Bonds and mortgages................-05- 235,192 ~ 385,725 
Stocks and bonds..... saianithiiieasieiencaaen 3,476,213 + 3,950, 568 
DP tiessvistebikediseeteentaneer anes 5,231,764 ee 5,293,929 
United States legal-tender notes and circu- 

lating notes of National banks......... 4,011,045 cs 4,017,703 
EE A 10,056,225 sy 10,082,059 
Loss and expense account................ 218,523 _ 345.549 
Assets not included under either of the 

NS Te ee rT 283,064 i 277,078 
Eh ittrnewrednneeveneteenen a 218 * 244 


































EE EE TE $ 99,850,755 $ 113,463,572 
Condition Condition 
LIABILITIES. Sept. 18, 1880. Sept. 24, 1881. 
I i hss aa aa a hina at alia a ce alanine ai $ 18,738,200 7 $19,025, 700 
Ee Ee ee ee 4,856, 539 - 5,095,147 
ii eed een demepanns 3,201,641 i 3,833,028 
REESE ST ge ea RE nea 37.553 os 33,925 
Due depositors on demand....... ....... €1,795,773 - 75:7175130 
Due to trust companies, State, National 
and private banks and brokers......... 9,376,625 be 7,589,383 
Due individuals and corporations other 
than banks and depositors.............. 457.370 Le 877,004 
Due Treasurer of the State of New York. 732,372 - 750,887 
Amount due not included under either of 
ES 654,552 - 534.550 
a ibe con dind dass nebened' eden 130 na 127 





oo eer 


cece id demeuwer $ 99,850,755 . $12 3,403,572 
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There are four more banks in operation than at the date of the last report. 
The net increase in capital during the year is $287,500. Loans and discounts 
have increased $11,242,376, profits and surplus $869,995, and deposits 
$ 13,921,357. The total increase in assets for the year is $13,612,817. 
The total. increase in assets during the past two years is $26,770,399. 
The marked increase in the volume of business and the aggregate amount of 
assets of the State banks and their increased number during the year not 
only attest their prosperity, but demonstrate the fact that banks organized 
under State authority have a future as prosperous and certain as} National 
anks. 

The number of institutions of this class is the same as at the date of my 
last report, viz., twelve; except the Manhattan Mortgage Company all are en- 
gaged in active business) Two new companies were chartered by the last 
Legislature, viz., the Buffalo Loan, Trust and Safe Deposit Company, and the 
Metropolitan Trust Company of New York, neither of which has as yet jac- 
tively enfered upon business, but are rapidly perfecting arrangements to do so. 
(The latter opened for business Dec. 1, 1881). The following summary_shows 
the condition of the trust, loan and mortgage companies of the State: 














RESOURCES, Fuly 1, 1381. Fuly 1, 1880. 
Bonds and mortgages............ee0e- $ 10,768,288 44 .. $11,718,377 78 
Se TOGITNOI, «00s s vocice s ceeneeies 17,183,935 4° . 16,625,270 99 
Loaned on collaterals.............006: 72,700,059 88... 43,279,542 72 
Loaned on personal securities, including 

Se I  cacceeekaenmeneiees 11,607,738 66 .. 13,027,306 76 
i és ee dc adakCadaneannees 5,110,198 65 _ 4,195,335 39 
Cash on deposit in banks or other mon- 

Re SN oo xe xt cdcncese<ons 6,342,434 08 5,041,982 18 
EEO Ee 50,569 79 _ ... 45,1€4 40 
Suspended loans on real estate........ 859,923 47. -- 928,614 03 
aks Keiedneveuadncdenseesens 1,205,144 24... 1,252,073 21 

We COB ic cc rtcccnceccces $ 125,888,913 61 .. $96,713,717 46 

LIABILITIES, Fuly 1, 188:. Fuly 1, 1880. 

Capital stock paid in, ing ok nace dent $ 11,500,0co 83. «ww «= $6: 11,351,875 83 
0 EERE. —- Ee 5,002,932 24 .. 4,285,185 15 
Undivided profits........... seneeeghes 2,357)559 52. —=Ci« 2,367,292 37 
PE 61,321,484 16... 42,501,114 71 
I cn ckeeendneenns enews 32,800,852 84... 23,862,259 12 
Ds cts sh tetra gtebekekdambawe 4,038,050 00 gz 3,306,050 00 
SUD CUNNING 6 occ ccccecccevcecees 4,577,919 22... 5,538,958 27 
CE ee re 2,518,358 23... 2,714,031 38 
Excess of assets over liabilities,....... 571,850 57... 786,950 63 

TOR Rive cccsececcccces $ 125,888,913 61 .. $96,713.717 46 

SUPPLEMENTARY. Fuly 1, 1881. Fuly 1, 1880. 

Debts guaranteed and liability thereon.. $4,316,450 00 .. $7,250,950 00 
Interest, commissions and profits re- 

ceived during the six months ending. 2,654,923 CI... 2,520,842 81 
Interest paid and credited to depositors 

during same period............ee0.- 982,683 97 .. # 785,018 42 
Expenses during same period.......... 393,617 82... 295,425 04 
Dividends on capital stock declared dur- 

ing six months ending.............. 547,000 00 tn. 438,075 oo 
Amount of deposits made by order of 

court during six months ending..... 3,540,123 87... 2,309,089 06 
Total amount of deposits on which a 

interest is allowed at this date...... 90,051,656 47... 64,752,916 39 


These institutions seem to supply a want in the financial system of the State 
which, prior to their organization, was unsupplied. Nothing else cculd ac- 
count for the exceptional prosperity attending them. While their number has 
remained the same, and their capital been increased less than $ 150,000, their 
assets during the past two years have increased $45,687,241.62. The Savings- 
bank report, to be submitted in February next, will show the condition of 
these institutions on Jan. 1, 1882, or six months later. 
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The number of corporations for the safe keeping and guaranteeing of per- 
sonal property in operation is ten, two of which organized during the year, 
viz., the Lincoln Safe Deposit Company and the Grand Union Safe Deposit 
Company, both located in New York City. 

The Building, Mutual Loan and Accumulating Fund Associations are required 
annually to report to this department ‘‘in such form” and by such officers as 
the Superintendent shall direct. While apparently trustworthy information in- 
duces the conviction that nearly 200 of these associations are in existence, only 
thirteen reports were received by the department last year. I have no au- 
thority to impose the expense of preparing and printing blank forms for reports 
upon these associations, and certainly I could not impose it upon the other 
institutions reporting to this department, hence no forms are prepared, The 
reports received are very imperfect, and afford but slight knowledge of their 
condition or business. The Superintendent was required by the act of 1875 to 
make biennial examinations. By an amendment in 1878 it was provided; ‘‘ It shall 
be the duty of said Superintendent, on the request in writing, signed by not 
less than five of the stockholders of such corporations,” to examine, &c. ; thus 
it will be seen that while these associations are nominally under my supervi- 
sion, | have no control over them whatever, not even to compel them to re- 
port. Itherefore recommend that the law be so amended as to sever the 
relations of these associations to this department, and that they be required 
to publish annual reports as provided in the act of 1851, and also file the 
same in the Clerk’s office of the respective counties where located. These as- 
sociations are wholly local, affecting but a small radius, and the object of 
publicity will thus be better secured, and information afforded those interested 
in a much simpler and more satisfactory manner than under presen‘ law. 

During the year there were no notes, issued by incorporated banks, bank asso- 
ciations, or individual bankers, received at the Bank Department for redemption 
or burning. The total circulation canceled during the year by expiration of 
the legal time for redemption was $ 26,371, of which amourt $13,192 were 
notes issued by banking associations organized under the general banking laws, 
and $13,179 were unsecured notes issued by incorporated banks. The total 
circulation of State banks outstanding Sept. 30, ¢ was $348,089; at the 
close of the previous year it was $374,460. The@firculation outstanding Sept. 
30, 1881, was divided as follows, viz,: Secured, $52,269; unsecured, $295,820. 

On Sept. 30, 1881, $1,126,267.43 of securities were held in trust by the 
Superintendent for banking associations, individual bankers and trust companies, 
and were divided as follows, viz. : 








Bonds and mortgages.. $18,800.00 .. Cash............... $29,167 43 
United States stocks.... 1,068,400.co .. 
New York State stocks. 9,900.00 .. PO cc ccvccsss $ 1,126,267.43 


The net decrease in securities during the year was $39,902.34. Of the 
securities deposited with the Superintendent. $70,000 is held as a guarantee 
of good faith on the part of banking associations and individual bankers ; 
$61,612 is held as security for outstanding circulation, the time for the re- 
demption of which has not expired ; $900,378.G8 is held for trust companies. 
The remainingg$ 94,276.45 is held subject to the order cf its owners— 
$ 60,000 being Sfocks released by the provisions of chapter 202 Laws of 1880, 
and $1,000 is the property of the Rondout Bank, which was converted into a 
National bank. The balance, $ 33,276.45, is a deposit for the redemption 
of circulating notes, the legal time for the redemption of which expired 
Jan. 28, 1876, and since that date has been subject to order of its owner. 

The law, as it now stands, fixes no amount of capital as a requisite in the 
organization of an individual bank, neither is the amount left in the discre- 
tion of the Superintendent. Such banks have been formed witi: a capital of 
$5,000--the amount at the time of organization required to be deposited 
with the department—and could now be organized with a capital of only 
$ 1,000, that being the amount required to be deposited with the Superintend- 
ent as a guarantee of good faith. The desirability of giving publicity to bank- 
ing transactions, and affording the public every information as to the institu- 
tions with which they deal, renders the organization of such banks desirable in 
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comparatively small places and with limited amount of capital. Still, I think 
the Legislature should prescribe some limits, or else place the matter wholly 
within the discretion of the Superintendent. All statutes relating to the organ- 
ization of such banks are vague and indefinite. The policy of the Legislature 
in this regard should be embodied in a simple and explicit statute. 

The remarkable increase in the number of private bankers and the volume of 
business transacted by them has attracted the attention of all financiers of late. 
A prominent financial journal is authority for the statement that the private 
banking interest in Canada has increased five-fold in the last five years, and 
adds that ‘‘from the wealth and character of the men engaged, the movement 
is no ephemeral one.” The only statistics of the business of private banks in 
this State is that furnished by them in their reports to the United States Com- 
missioner of Internal Revenue. ‘They are required to report their capital em- 
ployed and their average daily deposits like organized banks. I asked the 
Commissioner for statistics upon this subject, but for reasons satisfactory to him- 
self he declined to give it. Competent persons estimate that the amount of 
capital employed by the private banking interest fully equals the amount in- 
vested in regular banks, both State and National. There is one primal cause 
for this, whatever other influences may be contributory, and that is the very 
onerous taxation imposed upon banks during war times and which subsequent 
legislation has refused to mitigate. ‘True, these private banks are taxed like 
regular banks upon their reported capital and deposits. But they neither make 
nor publish verified quarterly reports of their condition, nor are they subject to 
examination, When money is offered them, instead of accepting it as a ae- 
posit, and issuing a certificate therefor, they receive it as a vax and give a de- 
mand note, and it does not appear in their daily balance of deposits. Instead 
of reporting capital at the amount they really employ, they report an insignifi- 
cant amount or none at all,‘and excuse themselves on the ground that what- 
ever money they put into the business appears in the daily balances and is 
taxed as deposits. The ways in which the law can be evaded are numerous— 
ingenuity always surpasses itself when attacking a tax law—and there is no 
— of reports or examinations, as in case of regular banks, to detect or 
eter. 

The State has two duties which are imperative: First, to so adjust the tax 
laws that banks shall bear their proper share of taxation and only their proper 
share; and second, to give her banks the benefits they are entitled to from 
having regularly organized, by compelling private banks to advertise themselves 
as ‘‘private banks” and do business as such. They make no reports of the 
condition of their business, are not subject to examination, and are under 
no supervising authority whatever. They may possess all that is requisite to a 
safe banking business; they may wavt all that is requisite to a safe banking 
business, They should not pe permitted to assume the credit that attaches to 
reguiarly organized banks, whose condition, verified, is published quarterly, 
where the bank is located and which are subject to this department. The 
State does not allow an ‘‘individual banker,” organizing under the law, to as- 
sume a corporate name, and certainly no discrimination should be made against 
an organized bank and in favor of a private bank. Many of the private bank- 
ers at present. conducting business under corporate titles have appropriated the 
name by which certain banking associations heretofore under the supervision of 
the Bank Superintendent were known. The State owes it to the institutions 
she has chartered, as well as to her citizens, to distinguish the institutions she 
has chartered and which have assumed public functions and public responsibili- 
ties, from a business carried on under a common law right and which is wholly 
private and secret. Private bankers should be forbidden to use corporate 
names, and required to add “ private banker” or ‘‘ private bankers’’ in their 
letter-heads, advertisements, and signs, so the public may at once know that 
they are not zxcorporated banks nor regularly organized individual banks. The 
public are entitled .to know just the nature and character of the banks with 
which they are called upon to deal, and the Legislature should see to it that 
these institutions, in their dealings with the public, should state the whole truth 
with regard to themselves, to the end that no deception or injustice may be 
accomplished. | 
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The general banking act of 1838 fixed the minimum capital of banking 
associations at $100,000, with a qualification that, with the consent of the 
Superintendent, in places of less than 6,000 inhabitants, associations with 
$ 50,000 capital might be formed. A subsequent amendment changed the limit 
of inhabitants to 30,000. The condition of affairs in 1838, when these limi- 
tations were fixed, has so materially changed that’ it seems to me a change 
in the law should follow. The extension of railroads into every section, the 
existence of telegraph offices in almost every hamlet, have vastly increased 
the business and commercial facilities of the State and brought every locality 
into direct and speedy communication with great business centers. Bank- 
ing keeps even pace with commerce, and has responded to the demands of 
every active business center, however small. The correspondence of this de- 
partment shows that in very many localities private banks have been established 
solely because the business did not warrant the investment of so large a capital 
as $50,coo. I think the law should be so amended as to permit the organ- 
ization of banking associations with a capital of $25,coo inplaces of less than 
15,000 inhabitants. So long as the State permits the organization of indi- 
vidual banks with $5,coo capital and the existence of private banks with no 
capital at all, it certainly cannot be unsefe to adopt this modification. My ex- 
perience in the department justifies the belief that such a modification would 
bring in under the State system many private banks now existing, and serve 
to strengthen and improve the banking system generally. 

The commission to revise the laws relating to banks, banking, and trust 
companies, consisting of William Dowd, David C. Van Cott and Willis S. Paine, 
have nearly completed their labors. The revision will be given to the printer 
presently, and laid before you at the opening of the session. The act creating 
said commission, among other things, enacts that at the time of making their 
report ‘‘they shall suggest to the Legislature such omissions, contradictions, 
and other imperfections as may appear in the original text, with their recom- 
mendations for amendments, either by repeal or by supplementary or explana- 
tory legislation, with their reasons for such recommendations.” In view of 
this provision I do not deem it advisable to further traverse thé present con- 
dition of the banking laws. Respectfully submitted. 





SENATOR HAWLEY ON BANKING LEGISLATION. 


The following remarks of Senator Hawley, relating to proposed changes in 
the National banking laws, together with his arthendment of them, possess a 
special interest to those who are concerned in the National-bank system : 


Originally, when a bank desired to retire its circulation and take up bonds, 
it was required to bring to the Treasury the bills it had issued. That was 
found to be next to an impossibility. Every man knows that the National- 
bank notes have now a free circulation all over the country; that they go 
whither they will. They have no tie bringing them back to the parent bank ; 
they are good everywhere for all possible purposes; so that a bank sees but a 
small fraction of its own bills after they are once sent out; they fly all over 
the world ; they do not come back like the birds of the field or the fishes of 
the sea to their place of birth. 

It was found, I say, difficult to wind up the business of a bank in conse- 
quence of the original requirement. This fourth section was in the interest 
of banks that were closing up business as well as in the interest of those who 
desired to reduce their circulation. The Government was safe; it had its own 
legal-tender obligations to meet those bank bills whenever they should come 
in, It was more than safe; it had the use of that money in the interval. 
It was ‘nore than safe in another respect, because not all of those bills ever 
will come in; it has for a profit the difference between the legal-tender de- 
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posit and the bank bills issued; that is to say, the waste, for every lost bank. 
bill is a profit to the Government. No wrong was done to anybody by section 
four of the Act of June 20, 1874, but the transaction of business was made more 
easy. 

It is said that the convenience was abused, because it enabled a bank to: 
come down here and in one day take out a large number <f bonds, leaving a 
deposit fox its bills, and go away to use the bonds for speculative purposes, 
It is said there was one bank, I believe, that brought down say, $500,0co of 
legal tenders and took out bonds, and repeated the operation twice in the year. 
I do not know that banks have not done so. 

But it is also said that the privilege was abused again when the country was. 
anticipating the passage of the three-per-cent. bill last year with what is known 
as the Carlisle amendment. A great outcry had been made before the public, 
and made here also, because a certain number of banks came in then, antici- 
pating this restrictive, and what I call communistic, legislation, and they brought 
in their legal tenders so as to get out of the way of the coming Carlisle 
amendment. It has been said that it was a combination among banks that 
brought this about; that they were backed up by other banks, and they in- 
tended to bully Congress and the Executive, and depress the market. 

To the latter point first. If the banks of New York City or of the United 
States desire to bring about anything in the nature of a crisis, a sudden de- 
pression, they have the means perfectly in their power at any second of the day 
or of the year, without resorting to a comparatively cumbersome process like 
this; nor is there anybody in the United States so thoroughly interested in pre- 
serving a perfectly equitable and undisturbed condition of business as these 
banks. Why? These National banks alone have out $95,cc0,000 of call 
loans, to say nothing of the loans on time. They can secure themselves more 
easily on call loans than they can on time loans, but suppose they desire to: 
bring about a crisis in the market? Suppose it was their interest to be violent 
bulls and bears? They need only to call in, we will say, just $20,000,000 of 
that $95,000,000 of call loans, and that would throw the money market of the 
whole country into confusion. 

There is nobody so timid and conservative in these matters as the great 
financial institutions. You know that capital is fearful of disturbance; it cannot 
bear violent reactions. Therefore it is worth while that there should be 
eliminated from the discussion any pretence that those banks desire to @jsturb 
the market and create a panic in the country. They simply followed an 
instinct of self-preservation in getting out of the way of the restrictive and ex- 
ceedingly troublesome provision,’the second proviso in the Carlisle amendment. 

I shall not wait to discuss that; but it was the most monstrous and ridicu- 
lous provision I ever saw proposed for legislation, as I could demonstrate in 
time. It is gone and I am glad of it. It would have compelled the Secretary 
of the Treasury to put into the hands of a Receiver and into bankruptcy a 
bank that could not collect in thirty days its own bills, whereas the Divine 
Providence himself could not do it without recreating the destroyed bills. The 
bills of no considerable National bank can be collected short of several months 
without paying a smart premium. 

I say I am in favor of section four of the Act of June 20, 1874. I was say- 
ing I did not believe that the power had been used to disturb the country 
wilfully and maliciously. One hundred and forty-one banks in twenty-four 
States in a very few days brought in their legal tenders to the extent of 
eighteen millions. One of these banks was the Third National Bank of New 
York, which redeemed at that time $840,000 of its bonds, and never has re- 
placed them, and never entered into circulation again to that extent. It wen# 
nearly out of the business of circulation. It thought it could make more money 
otherwise, or it was afraid of the Carlisle legislation. ‘That bank, I am told, 
is largely owned and controlled by Samuel J. Tilden. Can you charge him 
with having been in a Republican bank conspiracy to depress the securities of 
the country ? 

By the way, I should have mentioned that I wish to offer aa amendment to 
prevent the possibility of such abuses as are said to have occurred under that 
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section. I would require that a bank desiring to deposit legal tenders against 
its circulation and take out its bonds should give thirty days’ notice of its pur- 
pose. Then the market would foresee any possible effect; you could not have 
a crisis precipitated in an hour, as some of these gentlemen fear might be done. 
There is no objection to make this process reasonably slow and conservative 
by requiring them to give such notice, and requiring also, as I propose in my 
amendment, that not more than $5,000,000 shall be taken up and deposited 
in this way in any calendar month or in any thirty consecutive days. That 
would meet very largely, I think, the objection of the Senator from Missouri. 

I am willing to admit, if you choose, that there is a possibility of a specu- 
lative abuse under section four, but it is essential to any sound system of free 
banking, if the word ‘‘free” has any sense in it whatever, and we are boasting 
of a system of free banking. The last proviso of the Senator’s amendment 
would revive sections 5159 ‘and 5160 of the Revised Statutes. By the discussion 
within the last half hour the effect of such a revival has been pretty}clearly set forth. 

Mr. Hill, of Georgia—I suggest to the Senator from Connecticut whether it 
would not be advisable before continuing the debate to have all the amendments 
printed. 

Mr. Hawley—I will conclude very soon, but I think Senators will more easily 
understand my amendment, I flatter myself they may, if I accompany its pre- 
sentation with a brief explanation. The Senator from Iowa (Mr. Allison ) has 
shown what the effect would be of the revival of the sections just named. 
Banks hereafter organized would be obliged to deposit solely the new three- 
per-cent. bonds; they could put nothing else in. I do not say that there is 
anything in the nature of communistic legislation in that. While it may be 
unwise, the United States have a perfect right, feeling confidence in their 
ability to negotiate three-per-vent. bonds, to say that hereafter we will organize 
no National banks without using those bonds. If these clauses on being re- 
vived shall not be retroactive, the existing banks holding the old bonds are not 
required to replace them. There is no serious objection as a matter of right 
to requiring three per cents. in future organizations, but there is a very serious 
objection which the gentleman from Missouri will understand as I state it briefly. 
There will be no new banking except in sections of the country where capital 
is abundant and where the common, ordinary rate of interest in commercial 
transactions is low. Banks in his country, banks beyond a certain limit of the 
Alleghanies, or something like that, would never be organized further—not a 
National bank. The effect of this legislation, like a great many other things 
said and done in the Congress of the United States, would be in aid of the 
destruction of the best and most beneficent: system of banking the world ever 
saw—acknowledged to be such. 

The following is the amendment offered by Senator Hawley: 


‘*That any National-banking association now organized, or hereafter organ- 
ized, desiring to withdraw its circulating notes, upon a deposit of lawful money 
with the Treasurer of the United States, as provided in section four of 
the act of June 20, 1874, entitled ‘An Act fixing the amount of United States 
notes, providing for a redistribution of National-bank currency, and for other 
purposes,’ shall be required to give thirty days’ notice to the Comptroller of 
the Currency of its intention to deposit lawful money and withdraw its circu- 
lating notes : Provided, That not more than $ 5,000,000 of lawful mney shall 
be deposited during any calendar month for this purpose: And provided further, 
That the provisions of this section shall not apply to bonds called for re- 
demption by the Secretary of the Treasury.”’ 


v 


REMITTANCES OF MUTILATED CoIN.—No remittances of mutilated coin of 
less amount than $100 will hereafter be purchased at the Philadelphia Mint, 
and on such deposits there is a melting charge of $1. The United States 
Treasurer will accordingly return to the lenders all smaller amounts remitted 
to him. 














INQUIRIES OF CORRESPONDENTS. 


INQUIRIES OF CORRESPONDENTS. 


ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 


[.. MINGLING DEPOsITs. 


A B was a traveling salesman for C & Co. He opened an account with a 
bank in his own name, and generally deposited the whole of the firm’s money 
in his own name, and remitted to them his individual check in payment. Some 
time ago he borrowed five hundred dollars of the bank giving a good indorser. 
The avails of the discount wee credited to his account and were paid out on 
his check to C & Co. Afterward he died, owing his firm several hundred dol- 
lars in excess of his deposits, which at the time of his death amounted to 


$ 480. 


When his note becomes due can the bank charge the amount on deposit to 
A B, and credit that amount on the note, and look to the indorser for the 
balance, or does the money belong to C & Co or to A B’s estate, leaving the 
bank, C & Co, and other creditors in the same situation ? 

REPLY.—Our opinion is that the money belongs to C & Co, In the very 
recent case of Central Nat. Bank of Baltimore v. Conn. Mutual Life Ins. Co., 
decided by the U. S. Supreme Court last November, this question was elabor- 
ately discussed by Matthews, J. ‘‘ The relation between the bank and its de- 
positor,”’ he says, ‘‘is that merely of debtor and creditor, and the balance due 
on the account is only a debt, yet the question is always open, to. whom in 
equity does it beneficially belong? If the money deposited belonged to a third 
person, and was held by the depositor in a fiduciary capacity, its character is 
not changed by being placed to his credit in his bank account.” Likewise 
Lord Justice Knight Bruce in Pennell v. Deffell, 4 De G., McN. & G. 388, 
has remarked that ‘‘when a trustee pays trust money into a bank to his credit, 
the account being a simple account with himself, not marked or distinguished 
in any other manner, the debt thus constituted from the bank to him is one 
which, as long as it remains due, belongs specifically to the trust as much and 
as effectually as the money so paid would have done, had it specifically been 
placed by the trustee in a particular repository and so remained.” 

The subject has been considered by that great master of equity, Sir Geo. Jessel, 
in Knatchpull v. Hallet, Law Rep., 13 Ch, Div. 696, so lately as 1880. In that 
case it was decided that if money held by a person in a fiduciary character, 
though not as a trustee, is paid by him to his account at his bankers, the 
person for whom he held the money can follow it, and has a charge on the 
balance in the banker’s hands. It was further decided in such a case that if 
the depositor mingles the deposit with his own money, and afterwards draws 
out sums by checks in the ordinary manner, that the money drawn out was his 
own and not the trust money. 

We have space to refer to only one other case, that of Van Alen v, The 
American National Bank, 52 N. Y. 1. The court there decided that when an 
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agent deposits in a bank to his own account the proceeds of property sold by 
him for his principal, under instructions thus to keep it, a trust is impressed 
upon the deposit in favor of the principal, and his, right thereto is not affected 
by the fact, that the agent, instead of depositing the identical moneys received 
by him on account of his principal, substitutes other moneys therefor. 
In delivering the opinion of the court, Church, Ch. J., alluded to a point 
which it may be desirable not to omit in this connection, namely, notice to 
‘the bank of the fiduciary nature of the deposit. ‘‘It was suggested on the 
argument that notice to the bank by the depositor was necessary to protect the 
rights of the plaintiff, but this is not so. The title of the plaintiff does not 
‘depend upon whether the bank knew he had a title or not. That rested on 
other facts. A notice to the bank might have prevented any transfer or the 
creation of a lien by the depositor, or prevented the bank from taking or 
acquiring such lien in good faith, but could not otherwise be necessary or 
important.” 

This principle, too, applies just as clearly to money as to other property, 
although some of the earlier English cases drew a distinction, and held that 
money was not ear-marked, This distinction was effectually set aside by Sir 
George Jessel in re //allett’s Estate, to which we have referred. And the 
principle covers all cases of fiduciary deposits. See especially the case last cited. 

If the money belongs to C. & Co. there are no other questions to answer. 
We may remark, however, that in respect to the lien of bankers on the money 
of depositors, there is a very interesting case, covering the most important 
points, Fourth National Bank v. City National Bank, 87 Ml. 398. 


Il BLANK INDORSEMENT. 


A check is made payable to A, or order, who indorses it in blank and pays it 
away to B, who also indorses it in blank. Is B at liberty, at any time thereafter, 
to cancel his own indorsement and treat the check as payable to bearer, and 
would a bank pay it to bearer if the teller recognized A’s signature? 

REpLY.—Lord Mansfield said in Peacock v. Rhodes, 2 Doug. 633: ‘‘I see 
no difference between a note indorsed in blank and one payable to bearer. 
They both go by delivery, and possession proves property in both cases.” 
This has ever since been regarded the law in England and America, and ap- 
plies with equal force to bank checks. The check in question, therefore, was 
payable to bearer after A’s indorsement. B’s subsequent indorsement in blank 
did not change its nature. He could, however, if he desired, erase his in- 
dorsement. When a note is indorsed in blank by several indorsers, the holder 
may strike them all out except the first, or deduce his title through them 
all, if he prefers. The cases in support of this familiar principle are collected 
by Abbott, U. S. Dig., Tit. Bills and Notes, 1123. 

When presented for payment the bank doubtless would require the check- 
holder to indorse it, as is the usual custom, merely to indicate that he had 
received the money. Such an indorsement could not be strictly required be- 
fore paying the money; nor would it be as the books say, animo indorsandt, 
but for the purpose of showing payment to the holder of the check. See 
Morse on Banking, p. 306, 2d ed. 
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III. Days OF GRACE. 
No, — Norwatk, CT., Dec. 20, 1881. 


CONNECTICUT NATIONAL BANK. 
Payable twenty days after date. 
Pay to the order of Jno. Smith one hundred dollars. 
$100. RICHARD ROE. 


Is this instrument entitled to grace? 

REPLY.—If it is a check then it is not entitled to grace; but if it is not a 
check then the instrument is entitled to grace. The statute governing the 
matter is explicit. ‘‘No days of grace shall be allowed on any promissory 
note, bill of exchange, or order, payable in this State, at sight or on demand, 
or upon any bank check, unless expressly provided for therein.” Gen. Stat, 
\y Tit. 18, Sec. 3, p. 344. 

Is this instrument then a check or a bill of exchange? The authorities are 
conflicting, but it is evident that the current is setting most strongly in the 
direction of holding such a paper as that in question to be a bill of exchange. 
‘One of the latest cases is the Georgia National Bank v. Henderson, 46 Ga. 
ww 487. The same case may be found in 39 Ga. 361. The instrument in that 
case, leaving out the place and date, read as follows: ‘‘Georgia National Bank, 
Atlanta, Georgia. Ninety days after date, pay to F. R. Bell, or order, one 
thousand dollars. Signed, &c.” The last time the case was before them the 
court said, ‘‘ There is no doubt but that authorities may be found, and some of 
them of high character, in which such a paper as this has been held to be a 
bank check. But the current of decisions appears to be that if the element of 
credit enters into the paper it is not a bank check, and that the mere making 
of the paper payable at a future day, being of itself an element of credit, 
makes it a bill of exchange, and not a bank check.” 

The opinion here expressed is the more general one. See Minturn v. Fisher, 
4 Cal. 36; Alorrison v. Bailey, 5 Ohio St. 13; Andrew v. Blockley, ut {bid 89 : 
lvory v. Bank of the State, 36 Mo. 475; Dan. on Neg. Lns., §% 1573, 1574; 
Parsons on Notes and Bills, 68, 69. 

In Bowen v. Newell, 8 N. Y. 1go, it was held that the distinction between 
a bill and a check is, that the formerlis not payable on demand, while the 
latter is. In view of all these authorities, as the instrument described was to 
be paid at a subsequent day, it must be regarded as a bill of exchange, and, 
therefore, under the law of Connecticut, entitled to grace, 


IV. PROTEST. 


In case payment is refused for any reason on a check, sight draft or other 
paper, payable at sight, and it is not protested on the day presented for pay- 
ment, would a subsequent protest legally hold the indorsers ? 


Rep_Ly.—The foregoing inquiry comes from Colorado where the Legislature 
has declared that drafts payable at sight, and checks for funds, deposited in 
bank or elsewhere, are not entitled to grace. Gen. Laws, 101 Sec. 14, p. 113. 

The general rule in respect to giving notice, laid down in the case of the 
Bank of Utica v. Smith, 18 Johns., 230, is, that the holder of a note or bill is 
not required to give the earliest possible notice of its dishonor, but must ex- 
ercise only an ordinary and reasonable diligence. See also Mead v. Engs, § 
Cow. 303; Bankof U. S. v. Davis, 2 Hill 451. 

But Parsons maintains that the period in which the holder can give notice is 
so, definitely limited and fixed that this phrase, ‘‘a reasonable time,” is al- 
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together too loose and general to convey a correct idea of the requirement of 
the law. 1 Notes and Bills, 507. And Daniel entertains the same view. 2 Dan, 
on Neg. Inst., § 1035. Yet the latter author says ‘‘it is also certain that the 
holder is not obliged to give notice immediately on the very day of the dis- 
honor, although he has the option to do so if he pleases; and in point of fact 
it is usual for the holder or notary to prepare and send notice forthwith after 
dishonor.”” Of course, where the time for giving notice is fixed by statute no 
question of the kind can arise. The additional remarks of Daniel, doubtless, 
express the correct view of the subject. ‘‘It is difficult to express a precise 
rule which will apply to all cases, and to fix definitely within what time after 
the day of dishonor the notice must be sent; and it is to be determined by 
reference to the residence of the parties, the means and frequency of communi- 
cation, and the time of departure of the mails or other conveyance by which 


notice may be transmitted.”” § 1037. 


V. TAXATION OF PRIVATE BANKERS.. 
We have received the following communication, which will be of special in- 


terest to private bankers: 

On October 8, 1881, the Commissioner of Internal Revenue issued a circular 
on the ‘* Liability of Banks and Bankers to tax on Deposits and Capital,” in 
which he states that the ‘‘undivided surplus profits of an incorporated bank 
are not liable to taxation as capital nor as deposits;” also, that ‘‘surplus 
profits, when determined, apportioned and carried to the credit of the several 
members of a banking firm as an additional amount invested by them in their 
banking business, or, without being apportioned, suffered to remain for the pur- 
pose of being regularly employed in such business, should be returned for tax- 
ation as a part of the capital of the banking firm.” 

It would thus appear to be the intention of the Commissioner to discrim- 
inate against private banking institutions in favor of incorporated banks. 

It has been the custom among many incorporated banks to determine and 
carry to &he credit of surplus account any profits not paid out as dividends 
until this surplus in some cases has exceeded the original capital. I think 
there is one instance where the surplus is more than ten times greater than 
the capital of the bank. Is not the survp/us of any incorporated bank thus de- 
termined and carried to the credit of an account known as the surplus account, 
precisely the same thing as the surplus ‘‘carried” to the credit of several mem- 
bers of a banking firm as an additional amount invested by them.in the bank- 
ing business? If so, where is the justice in taxing one and not the other? 

Do you understand that the Commissioner is acting in strict accordance with 
the law, and that he has the undeniable right thus to discriminate? 

Possibly the Commissioner is acting equitably under the guidance of a just 
law, but does his language indicate it? 

REPLY.—It would seem very clear that the Commissioner has discriminated 
against private bankers for some reason which he has not made known to the 
public. The surplus in the one case is evidently the same thing as that in 
the other. Both incorporated and private bankers accumulate it in transact- 
ing the same business and by similar methods, and employ it also in the same 
way. The Commissioner may thus discriminate because he thinks the incor- 
porated banks are burdened enough already by the taxes imposed on their 
circulation, deposits and capital. But whatever may be his reasons they have 
no foundation in law. His instructions are imperfect, and whether they are 
in accordance with law or not, will be tested, so we are informed, as soon as 
possible in the courts. Of course instructions of some sort to the collectors 
were necessary, and the Commissioner is duly authorized to make them; but 


whether he has erred or not only the courts can decide. 














BOOK NOTICES. 


BOOK NOTICES. 


Money, Trade and Banking. By JOSEPH H. WALKER. Boston: Houghton, 
Mifflin & Co. 1882. 

In this treatise of a hundred pages is packed a great deal of useful infor- 
mation concerning money, trade and banking. The author says, in his preface, 
that he has endeavored ‘‘to make plain what money, trade and banking really 
are, spending no time on theories, and claiming to do nothing more than to 
present existing facts with reasonable clearness, and free from all technicalities,” 
The author may be assured that he has been very successful in his undertak- 
ing. With a few strokes of the pen he has clearly outlined the leading prin- 
ciples relating to money, trade, coin, capital, interest, banking and kindred 
topics, which he could not have done were he not a thorough master of these 
subjects. 

Many things are to be found in this book that ought to be better known 
than they are. For example, he says on page 53: ‘* The profit on banking 
will average no more, covering a period of years, than that on any of the 
other kinds of business requiring the same skill and judgment.” . . . Again: 
“There is not a provision in the law intended to obstruct in the least honest 
and safe banking by any who desire to do it, or that gives the banking busi- 
ness any advantage whatever over any other business, Putting capital together 
to make a bank or trust company is in answer to a real or supposed demand 
for its use in that business, which is so promptly and fully complied with, and 
for the same reason that an additional factory is buiit, or an additional acre 
of ground is planted to wheat or corn.” The final chapter contains a summary 
of the work, and also the views of the author with respect to several finan- 
cial questions of great importance. This is the chapter, too, which is likely 
to give rise to more criticism than any other. The author is a stout opponent 
of the Sub-Treasury system; he favors its abolition, and the depositing of the 
public money in banks, on the pledge of ample security for its safe keeping. 
This volume will be especially useful to those who have not time to study 
elaborate treatises relating to finance. 


The Elements of Economies. By HENRY DUNNING MACLEOD. In two vols, 
Vol. 1. D. Appleton & Co. 1881. 


This indefatigable and learned author has ventured to launch the first volume 
of a new work on political economy, although two others are lying in an unfin- 
ished state—his Dictionary of Political Economy and Principles of Economical 
Philosophy. Macleod is best known by his work on Banking, which, in spite 
of several defects, is the best English work existing on that subject. It has 
gone through several editions and holds its place more firmly than ever, per- 
haps, in the economic literature of the period. The present work is historical, 
critical and constructive. It unites much historical learning with keen critical 
analysis and no little constructive power. To a considerable extent, the present 
volume is a reproduction of the author’s Principles of Economual Philosophy, 
but, as the title indicates, the work possesses a more elementary nature, though 
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it contains, in truth, a very complete presentation of the subject so far as the 
author has gone in the volume before us. 

Macleod has been an unsparing critic of Adam Smith, and those who have 
followed in the wake of his teachings. He declares, in his preface to the 
present volume that, ‘‘ fully admitting the admirable services they have done in 
time past, their total want of scientific arrangement, their complete ignorance 
of practical business, their glaring inconsistencies and self-contradictions, and 
their incapacity to deal with those economic problems which are of the deepest 
practical importance at the present day, have produced a general revolt against 
them.’’ Some, of course, will not admit that this assertion is wholly true, 
yet, for our part, we are quite inclined to agree with our author, though we 
are not so ready to assent to some of the principles which he has sought to 
establish. In the way of discovering the weakness of the orthodox system, 
Macleod has performed a conspicuous service. 

In the present volume the author sets out with giving a very masterly sketch 
of the rise and history of economic science, continuing with a consideration of 
the fundamental conceptions of economics, and the theory of value, credit and 
banking. The second volume, completing this truly valuable work, will be 
awaited with interest. 





international Trade, and the Relation Between Exports and Imports. By Sir 
JoHN B. PHEAR. London: Macmillan & Co. 1881. 


This book is composed of a paper which was read before the Exmouth 
Liberal Association last July. The purpose of the book is to combat the pro- 
tectionist heresy which has recently sprouted up in Great Britain. The author 
very forcibly presents the evils which would follow an abandonment of the 
present British policy. The argument, though rather more speculative than is 
usually the case in discussions of the kind, is clear and logical, and will com- 
mand attention. We have not recently seen a better statement of the cardinal 
doctrine of the free-trade policy than the following which may be found on page 
seventy-six. ‘‘ The maximum development and efficiency of the entire industrial 
system of any community is attained by each branch being left, as much as pos- 
sible, free to find, and to make, the best of its own opportunities, and the 
fostering of any one industry by the establishment of protective duties on the 
imports which compete with it, necessarily works to the disadvantage of others, 
to such an extent as to materially diminish the effective productiveness of the 
whole system.” 





No More Free Rides on this Fackass; or, Protection Forever and Everywhere. 
By FRANK ROSEWATER, Cleveland, Ohio. 1882. 

This is an effort to set forth the benefits of protection in an amusing and 
satirical manner, in which the powers of the artist also have been invoked. 
Some of the illustrations will produce a wrinkle in the face, while the argu- 
ment will, doubtless, interest and instruct many who would not read a less- 
sprightly written work on the subject. 


Transfer of the Title to Real Estate. A \ecture delivered before the West-Side 
Association of New York City by Dwicgut H. OLMsTEaD, President of the 
Association. New York, 1881. 

This production contains a synopsis of the New Zealand Land-Transfer Act, 


which merits careful study, 
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The International Review, ROBERT P. PORTER and HENRY GANNETT. Editors, 
New York. February, 1882. 

An attractive series of papers are presented in this number, but the mos 
noteworthy contribution to financial readers is that by Rafael A. Bayley, entitled 
‘History of the National Loans of the United States.” It is a very succinct 
and readable presentation of a subject which is invested with great import- 
ance and interest. The writer’s position in the Treasury Department has 
well fitted him for preparing the paper which he has now given to the public. 
A capital diagram showing the increase and decrease of the public debt from 
1791 to 1881 is added. By the aid of this one can learn much about the 
history of the public indebtedness at a glance. 


A kKeview of the Currency Question, with Special Reference to the Fiat Money 
Doctrine; and the Substitution of Gold and Silver Certificates for the Present 
Paper Money Circulation. By T. W. BARTLEY, American Register Office. 
1881. 


This pamphlet originally appeared as two papers contributed to the American 
Register. They are worthy of the more permanent form now given to them. 
Among other topics considered is the fiat money doctrine, the fallacies of which 
are very clearly shown. 





OBITUARY. 
SAMUEL HEMINGWAY, President of the Second National Bank of New Haven, 
Conn., died on the last day of the old year, aged seventy-one years, had 


been a director in the bank under its State charter, and in 1867, aff€ér the 
sudden death of the Hon. E. C. Scranton, who was the president, was chosen 
as his successor. He was at one time vice-president of the Shore Line Rail- 
road, and an influential director in a large number of the most successful 
business corporations of the city. He served on the Board of Education for 
several terms, and many large trusts were committed to his care. All who 
were brought in contact with Mr. Hemingway were won by his kindly, genial 
spirit, his great integrity, and his clear judgment on business matters. He 
was generous and helpful to young men beginning business life, a friend who 
gave of his counsel, and aided liberally from his personal means, 


Davip P. NICHOLS, State Treasurer of Connecticut, died at Danbury in that 
State, on the second of January. He was born in Danbury in 1811. Receiv- 
ing an academic education, he began a successful business career, which lasted 
thirty-three years He held many offices of trust, having been a director of 
the Danbury National Bank, the Danbury and Norwalk Railroad, the Norwalk 
Fire Insurance Company, and other corporations. For sixteen years he was a 
member of the Board of Trustees of the State Reform School. In 1860, 
1865 and 1880 he was a member of the Connecticut House, having been 
elected by the Republican party, with which he has always been identified. 
While serving in the House he was an influential member, and won credit 
as chairman of the Railroad and Finance Committees. In 1869, 1870, 1871 
and 1872, Mr. Nichols was State Treasurer under the administration of Gov- 
ernor Jewell. He was the first treasurer who required the banks to pay in- 
terest on State funds deposited with them. His administration of the office 
was straightforward and economical, and commended itself to every citizen of 
the State. In 1873 he was appointed as the special Bank Commissioner for 
the examination of all the Savings banks in the State, and in the fall of 1880 
was again elected State Treasurer. 
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THE BANKER’S MAGAZINE. 


BANKING AND FINANCIAL ITEMS. 





ANOTHER CALL FOR BoNDs.—The following is the text of the one hundred 
and seventh call for the redemption of bonds of the loans of July 17 and Aug. 
5, 1861, continued at 3% per cent. from July 1, 1881, issued this afternoon: 
TREASURY DEPARTMENT, 
WASHINGTON, D. C., Jan. 12, 1882. 


By virtue of the authority conferred by law upon the Secretary of the 
Treasury, notice is hereby given that the principal and accrued interest of the 
bonds hereinbelow designated, will be paid at the Treasury of the United 
States in the city of Washington, D. C., on the 13th day of March, 1882, 
and that the interest on said bonds will cease on that day, viz.: Registered 
bonds of the acts of July 17 and Aug. 5, 1861, continued during the pleasure 
of the Government under the terms of circular No. 42, dated April 11, 1881, 
to bear interest at the rate of 3% per cent. per annum from July 1, 1881, as 
follows: $50, No. 1,851 to No. 1,950, both inclusive; $100, No. 13,001 to 
No. 13,700, both inclusive; $500, No. 9,601 to No. 10,000, both inclusive ; 
$1,000, No. 47,001 to No. 48,900, both inclusive; $5,000, No. 16,001 to 
No. 16,150, both inclusive; $10,000, No. 30,101 to No. 32,550, both inclu- 
sive; total, $20,000,000. Many of the bonds originally included in the above 
numbers have been transferred and canceled, leaving outstanding the amount 
above stated. 

Bonds forwarded for redemption should be addressed to the ‘‘ Secretary of 
the Treasury, Loan Division, Washington, D. C.,’’ and all the bonds called by 
this circular should be assigned to the ‘‘Secretary of the Treasury—For re- 
demption.” Where checks in payment are desired in favor of any one 
but payee the bonds should be assigned to the ‘‘Secretary of the Trea- 
sury—For redemption for account of »” (here insert the name of the per- 


son or persons to whose order the check should be made payable.) 
CHAS. J. FOLGER. Secretary. 





RETURN DeEposits,—The following circular, relative to the return of deposits 
for semi-annual duty, has been issued : 
TREASURY OF THE UNITED STATES, ° 
WASHINGTON, D. C., Dec, 22, 1881. 


No change has been made in the regulations of the Treasurer of the 
United States prescribing the method to be followed by National banks in mak- 
ing returns of average deposits subject to semi-annual duty. The circular of 
the Commissioner of Internal Revenue, No. 241, dated October 8, 1881, ap- 


applies only to banks other than National banks. 
Signed, JAMES GILFILLAN, Treasurer U. S. 


REDEMPTION OF CALLED BONDS HELD BY NATIONAL BANKs,.—Under the 
circular of the Treasurer of the United States of November t1th, 1881, 
published in the December number of the BANKER’s MAGAZINE, National banks 
were prohibited from having their called bonds presented to the Secretary for 
payment, and depositing ninety per cent. thereof for the redemption of their 
circulating notes, the remaining ten per cent. being remitted to the owner of 
the bonds; but within the last few days, upon the request of the Secretary, 
the ruling has been so modified that the bonds are now carried by an em- 
ployee of the Treasury to the Comptroller of the Currency to be counter- 
signed and entered upon his books, and immediately thereafter presented to 
the Secretary for redemption—the whole transaction being accomplished in a 
few hours, while previously many days were required, which was accom- 
panied with great expense and loss of interest to the banks. 
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BERGEN SAVINGS BANK.—The directors of the Bergen Savings Bank, of 
Jersey City, at a meeting on December 31, decided to go into volun- 
tary liquidation. It was organized in 1870, and it has ever since been in 
successful operation. At present there are about 1,000 depositors, and the 
amount on deposit is $135,000. The reason for closing up business, the 
directors say, is because they cannot find any profitable investment for the 
money. They would, they said, have informed the depositors of their inten- 
tion sooner, but they feared if they did so that they would rush to the bank 
and withdraw their money, thus losing the semi-annual interest due on Janu- 
ary 1. The principal of the deposits will be paid at once, but the interest 
will not be paid until after February 1. The officers of the bank are Charles 
Seidler, President ; Peter Henderson, Vice-President, and Alexander Bonnell, 
David Holden, Amadee Spadon, Hiram Sigler, William Frost, Hugh W. 
McKay, and George Gifford, Directors and Managers. 


PRINCE EpwaArRD ISLAND BANK.—At a general meeting of the directors 
and stockholders, on the 12th of January, the directors submitted a report 
showing a loss to the bank of §300,coo; and Mr. Jack, of Halifax, at 
present investigating the affairs of the bank, produced an estimate of the 
bank’s liabilities at $1,117,000, made up as follows: 





is as aenan ee $ 120,000 _— Due other banks... $235,000 
Notes in circulation... 265,000 ens Bs + oceddcons 47,000 
Due depositors....... 450,090 ‘ 

PE NK astern eiencteedsewascsnendnecaem Jinkeseetows $ 1,117,000 


THE BRITISH AND GERMAN SILVER MOVEMENT.—At a meeting of bankers 
and merchants of London, Dec. 22d, a resolution was passed in favor of the 
formation of an association to consider the rehabilitation of silver. Henry H. 
Gibbs, one of the directors of the Bank of England, was chosen president of 
the council. More recently an association was formed in Berlin for the pro- 
motion of bi-metallic currency in Germany. 


NEW HAMPSHIRE.—The failure of the Riley County Bank, Kansas, is reported 
to have involved both the Savings and National banks of Peterborough and 
the National banks of Jaffrey and Francestown, besides a number of individual 
investments. The loans of the Peterborough banks are secured by real es- 
tate and other securities, but the individual depositors have only the bank 
certificates. The Vice-President of the bank, Mr. Sawyer, is a resident of 
Peterborough. 


CANADA.—The directors of La Banque Jacques Cartier have been enabled to 
dispose of their coal-mining property in Cape Breton, in which a large por- 
tion of their funds has for sometime been locked up, for $250,000. The 
bank came into possession of this property as creditors of Mr. Duncan Mac- 
Donald, who had received large advances from the institution as contractor 
for building the Q. M. O. & O. R. The total claim of the bank was nearly 
$ 800,000, $500,000 of which they had already realized, so that by the above 
advantageous sale, they stand to lose only about $50,000 of the whole amount. 
The purchasers are the lessees who have been working the mine. The bank’s 
stock advanced five per cent. upon the sale being announced, 


THE FREEDMAN’S SAVING AND TRuST CoMPANY.—Comptroller Knox has 
submitted his report to Congress as Commissioner of the Freedmen’s Saving 
and Trust Company. He took charge of the affairs of the bank March 7, 1881, 
and since then has realized $91,717.31 in cash out of the assets, of which 
sum $ 48,853.90 was from the sale of real estate, and $33,053.69 from rents 
of the bank building and other property. Under the first dividend of twenty 
per cent. declared November 1, 1875, payments were made to 887 depositors, 
the aggregate sum disbursed being $2,327.27; under the second dividend of ten 
per cent., declared March 20, 1878, 1,330 depositors received $3,413 79, and 
under the third dividend of ten per cent., declared September 1, 1880, 2,566 
depositors received $13,154.65. Unclaimed dividend checks, amounting to 
$ 65,533.90, are on hand, If the bank building can be sold for $250,000, and 
the other property brings prices anywhere near its value, a further dividend of 
twenty per cent. can probably be realized for the creditors. 
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NEW SMALL Coins ProposED.—Col. A. Loudon Snowdon, Superintendent 
of the Mint, has recommended the adoption by Congress of a system which 
will establish a simple yet comprehensive plan, under which all minor coinage 
should be ranged. Col. Snowdon thinks there should be first, uniformity of 
alloy; second, due proportions of weight in each piece; third, uniformity of de- 
vice ; fourth, due proportions in the sizes of the coins. In an interview he 
says: *‘I] would have the alloy seventy-five per cent. copper and twenty-five per 
cent. nickel. This is the best alloy ever used in a minor coinage. It does 
not oxidize, retains its color, and is clean and without unpleasant odor. It can 
be worked readily by the exercise of care and is difficult to counterfeit. Its 
intrinsic value brings it more nearly to the passing value of the coin than any 
other metal below gold and silver except aluminum, which presents so many 
difficulties to coinage, as to be, up to this time, practically out of the question. 
Next, I would have the five-cent piece weigh five grammes, the three-cent. 
three grammes, and the one-cent piece one and a half grammes, which is as 
small an amount of metal as can be practically operated upon in coinage.” His 
plan is elaborate, and includes the designs for one, three, and five-cent 
pieces. 


St. Louis BANKs.—The following aggregate statement of the twenty-four 
banks in St. Louis on the 31st December, 1881, compared with statement of 
December 31st, 1880, has been compiled by Mr. E. Chase, Manager of the 
St. Louis Clearing-House : 














Dec. 31, 1%8r. Pec. 31, 1880. 

Capital and surplus............ $ 11,696,063 sical $ 11,328,617 
Savings and time deposits...... 7,963,391 caries 7,238, 582 
eS err eT rer 35,479,737 hiss 30, 356, 547 
ee 1,448,590 nee 769,790 
Ea ee $ 56,487,781 $ 49, 703,530 
Bonds to secure circulation..... 1,610,000 ‘eos 860,000 
Good loans and bonds... ..... 41,578,226 caw 35,127,550 
Cash, checks and exchange...... 5,:990,55! smut 6,689,053 
Cash, coin and currency........ 6,276,348 biasta 5,899,634 
Real estate and other assets.... 1,032,656 reas 1,127,269 
NE: one cette Resmerd ewan $ 56,487,781 $ 49, 703,530 


NEW DEPOSITORY FOR BANKS.—The Boston National banks have made the 
Boston Safe Deposit Vaults, on Milk Street, the depository for gold coin now 
used in settling the balances between banks. Comptroller Knox having given 
his opinion that such action was legal. It is proposed to issue for the gold what 
will practically be Clearing-House certificates, thé Clearing House being ‘the 
nominal custodian of the coin. 


THE American Exchange in Europe, whose chief office in this country is 
located in New York, has issued a new form of note for the benefit of travelers 
which is worth description These notes are secured by the deposit of the equiva- 
lent value of United States bonds, and bearing on their face a certificate to that 
effect by a well-known trust company. It is expected that these notes will be 
accepted in every corner of the globe as soon as they become thoroughly known, 
as equal in point of safety to the notes of the Bank of England, the Bank of 
France, or our National banks, They are also protected from forgery by being 
made payable to order, and accompanied by a passport letter of identification 
bearing the holder’s signature and personal description. The company con- 
fidently believes that they will soon be regarded as the very ideal medium of 
circulation by all travelers, in point of absolute safety as well as universal con- 
venience. A large number of banks and bankers have signified their willingness 
to co-operate in the movement by cashing the notes as soon as they shall be 
presented. 

GEORGIA.—Bank Superintendent Hepburn has decided that the Savings banks 
of New York are restrained from investing in the bonds of Georgia because 
she repudiated a portion of her debt in 1877. 
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CHANGES OF PRESIDENT AND CASHIER. 


( Monthly List, continued from Fanuary No., page 564. ) 


Bank and Place. Elected. In place of 
| Rickard B. Ferrin, VF. 8 cccticcce 
N. Y. City. Bank of New —. A ; Be Se SMOOM, Cas... <0 R. B. Ferris. 
co" € Charles Olney, 4. C..... E. S. Mason. 
ALA.... National Bank of Huntsville... J. R. Stevens, Pr........ J. H. Mastin. 
. , J. E. McClure, Pr. F. A. Raynolds. 
Ge. oc MR OE BIG once cccccees H. C. Bostwick, Cas. 1. C. Coome. 

«  .. First National Bank, Denver... S. N. Wood, Cas........ G. W. Kassler. 

Conn .. Nat'l B’k of New England, {| Thomas Gross, Jr., Pr... W. H. Goodspeed. 
East Haddam. ; A. H. Dayton, Cas....... T. Gross, Jr. 

« .. Second Nat’! B’k, New Haven. Arthur D. Osborne, Pr.. S. Hemingway.* 
iin wake Atlanta National Bank........ James Swann, P*r........ A. Austell.* 
| rr Second National Bank, \ Alonzo George, Pr...... D. Volintine. 

Aurora. ; D. Volintine, V. P....... A. George. 
{ A. ©. Boe, FO cc cscs D. W. Vittum. 
. ' . RE a re 

e  .. First National Bank, Canton. Wm. Babcock, Jr., Cas.. C. T. Heald. 

| FP . Weo Betts Me Ce cccees D. Beeson. 

, . First National Bank, Elgin.... Alfred Bosworth, Cas....M.C. Town. 

. . First National Bank, Greenfield. N. Uy, eee A. McNeill. 

IND .... First National Bank, § William J. Lucas, Pr.... H. Griffith. 
Columbus. ( Francis T. Crump, V. P.. W. J. Lucas. 
John Brown, /7......... D. Turner. 
“ . First Nat'l B’k, Crown Point t | James H. Luther, V. P... J. Brown. 
« _.. Indiana National Bank, bn on Wy en a ‘D W. Coughlen. 
Indianapolis. illiam Coughlen, V.P.  _.. see 
{ William E. Coffin, Cas... D. M. Taylor. 
« .,. Merchants’ National Bank... { John P. Frenzel, Pr...... V. T. Malott. 


Indianapolis. } Otto N. Frenzel, Cas .... J. P. Frenzel. 
. First Nat’l B’k, Jeffersonville... Hiram E. Heaton, Cas... W. H. Fogg. 


» .. National Branch B’k, Madison. Nathan Powell, Pr...... sneeneee 
» _.. Farmers’ Bank, Mooresville.... H. Satterwhite, Pr...... C. Reeve. 
hes xs . a \ Rowland Estes, Cas...... E. Shirts. 

«  .. Citizens’ Bank, Noblesville. . C. R. Wien, 4.C...... S Deen 
Jowa. .. Merchants’ ee, SS ree W. Vincent. 

« _.. Mills County ape inn B. F. Buffington, Pr..... J. V. Hinchman. 

P . Keokuk National Bank........ S. BP. Pe FP i ckccccess W. Patterson. 

. . First Nat’l1 Bank, Maquoketa... T. E. Connell, are P. Mitchell, 

e ., First National Bank, Marengo. Lewis Haas, Cas isla aavisce C. Baumer. 

« .. First Nat’l B’k, Marshalltown. A. G. Glick, a T. J. Fletcher, 
KaNnsAS. Carbondale Bank.............. James Dickinsheets, Pr.. =... 

* _.. Marshall County os “ —— _ H. G. Burrage, Cas...... C. C. Sutherland, 
Ky. .... First National B’k, Louisville... age Pete, FP on cccswes G. A. Lewis. 

« .. Covington City Nat’l B’k...... . M. M. liec, lieio« ~xtvender 
ME..... Kenduskeag nee oo $ George H. Hopkins, Cas..C. H. Hammatt. 
Mass,.. Atlas National Bank, Boston.. John E. Wetherell, Pr... = ....... 

»  ., Central National Bank, ” Samuel Carr, Jr., Pr..... C. J. Bishop. 

, C. ©. Bilines, FF 2... 008 W. B. Stevens. 
© 6. Globe National Bask Charles H. Cole, Cas.... C. J. Sprague. 
i ae ;, , 3 Avery Plumer, Pr....... H. O. Briggs.* 
e .. Nat'l B’k of Republic ( Henry D. Forbes, Cas.... C. A. Vialle. 
e .. National Union Bank, = George Whitney, Pr..... C. L. Young. 
* Deceased. 
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Bank and Place. Elected. 
Mass... National Bank of Cambridge | 
Cambridgeport. } Asa P. Morse, Pr........ 
« .,. Lancaster National Bank...... ne. ©. Goreetiar, FP... esse 
» ., Second Nat’l B’k, Springfield.. H. C. Churchill, Cas..... 
» .. Hampden Nat’! B’k, Westfield. Reuben Noble, Pr....... 
MIcu.... Second National Bank, j J. F. Boynton, V.?...... 
East Saginaw. | G. B. Morley, Cas....... 
Py .. Mt. Clemens Savings Bank.... George A. Skinner, Cas.. 
MINN... First Nat’l B’k, Faribault...... W.S. Morse, 4. C....00. 
“ . Rochester National Bank, Henry M. Nowell, Cas.. 
Rochester. {| Chas. N. Chadbourn, /.C. 
Po . Bank of Spring Valley ........ W. H. Strong, Pr....... 
— § Lewis W. Thompson, Pr. 
Miss.... Canton Bkg. & Ins. Co..... 1 E. L, Tarry, Cas... i om 
Mo. Missouri City Savings Bank, Es Ete My BV vcewcccaces 
Missouri City. | H. J. Robertson, Cas.... 
Mont .. First National Bank, : , 
ay R. A. Luke, Acting Cas.. 
N. H... Somersworth National Bank, } Edward Hargraves, Pr.. 
Great Falls. ( H. C. Gilpatrick, Cas.... 
N. J.... Union Nat’! B’k, Frenchtown.. Daniel M. Matthews, Pr.. 
¥ Hoboken Bank for Savings.... Bryan Smith, Acting Pr.. 
Albert S. Warner, Pr.... 
N. Y... First National-Bank, Albion. William R. Burrows, Cas. 
. . First National Bank, ( R. P. Lee, Pr... .cccccee 
Buffalo. | T. W. McKnight, Cas.... 
» .. Third National Bank, «4 . B. B. Hamilton, Cas..... 
a . James D. Warren, /7.... 
“ . White’s Bank, F Rufus L. Howard, V. P.. 
« .. Lyons National Bank, Lyons.. D.S. Chamberlin, Pr.... 
Py , Nat'l Mohawk Valley Bk, 1 Ene 
An t DE iiscccncienss 
Pe . National Union Bank, Israel P. Tremain, 77... 
Monticello. } George E. Bennett, Cas.. 
« .. Nat’l B’k of Schuylerville..... Edward C. Bullard, Pr.. 
» _.. Second National Bank, Utica.. E. S. Brayton, Pr........ 
OHI10... Second Nat’l B’k, Cincinnati.. W.S. Rowe, Cas........ 
. e , ohn W. Nelson, /7..... 
« .. Farmers’ Nat'l Bank, Bry an.. } Elmore Y. Morrow, Cas.. 
‘ . First National B’k, Circleville... James A. Hawkes, /%.. 
« .. Second National Bk, « | = oi — Siena 
» _., First Nat’l B’k, Germantown.. Joseph W. Shank, Pr.... 
’ . Hocking Valley ay * B’k, ( Theo. Mithoff. Pr. 
ancaster. " 
s .. First Nat'l B’k, Middletown. } I. TR. Allen” rn = ie 
PENN... Nat’l Deposit B’k, Brownsville. William H. Miller, >... 
’ . Second National Bank, Erie... J. MoCarter, PP. ..6s cee 
» _. Greenville National Bank..... DD Bete FP. ccncecess 
» _., Harmony National Bank...... See MNEs BV sv ccencecese 
» _.. First National Bank, Lebanon. Horace Brock, Pr........ 
» _., First Nat’l Bank, Susquehanna. M. H. Eisman, /%....... 
R.1.... Washington > ~ Charles Perry, Pr....... 
TENN .. First National Bank, Memphis. N. M. Jones, Pr......... 
” . Stones River National —s William N. Doughty, Pr. 
Murfreesboro. } Thomas B, Fowler, Cas.. 
TEXAS.. State National Bank, Austin... John G. Palm, 4. C..... 
u . City Nat’l B’k, Fort Worth.... A. M. Britton, Pr........ 
eee James E. Barry, Pr...... 


Norfolk Clearing-House 
Association, Norfolk. 


* Deceased. 


Wm. S. Wilkinson, Cas.. 


. M. Brown.* 


. G. A, Mithoff.* 



































{ February, 


ln place of 


R. Douglass. 


G. W. Howe, 
H. P. Piper. 
E. B. Gillett. 
J. F. Boynton, 
J. W. Porter. 


eS we F Titus. 


C. Meindl. 


H. J. Robertson, 
E. D. 


O 

P, G. Reading. 
G. W. Sherman.* 
A. Stewart.* 

A. S. Warner. 

C. 3: 4a 

R. P. Lee. 


eoeeeveeee 


A. C. Niven. 

I. P. Tremain, 
D. A. Bullard. 
T. S. Faxton, 


E. Foster. gad 
J. W. Nelson. 


N. S. Gregg. 


J. W. Kern, 


S. V. Curtis. 
S. Goldman, 
W. Colton.* 
W. L. Scott. 
W. Achre. 

J. Dambach, 
A. Brock. 


eeeeoeeneee 


F. S. Davis. 

J. J. C. Haynes. 
W.N. Doughty. 
Not John S. Palm, 
J. Nichols. 

W. H. Peters. 

W. H. Doyle. 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 
( Monthly List, continued from Fanuary No., page 563.) 


State. Placeand Cafital, Bank or Banker. N. ¥. Correspondent and Cashier. 
New YORK CITY....... Lincoln National Bamkz.... (j= __—s evcecccccess 
$ 300,000 Thomas L. James, Pr. Joseph H. B. Edgar, Cas. 
Ata.... Montgomery... Francis Smith & Co....... Jesup, Paton & Co. 
ARIS ... PROBS... coccre Pe Ws BOccccsesevoes ‘ onseseseen 
S 6 WE scccee Raynolds Brothers........  Kountze Brothers. 
CaL.... Benicia....... . Bank of Benicia (W. F. Goad) ......-.e+.. 
ee ee Miller, Byron & Co. (Jas. P. Byron, Cas.)....... 
» .. Loveland...... Loveland Bank.......020. teen erences 
. C. Avery, Pr. W. B. Osborne, Cas. 
So «ERD wccc0 Bank of St. Elmo.......... Donnell, Lawson & Simpson. 
(McClure & Bostwick) = = =—_—ss saaaceeeees ° 
CONN... Hartford ...... PU GE Tacccacesce 8 = 20«ss-_s oa nwwensiocs 
ILL..... Colchester. .... Stevens Brothers.......... Preston, Kean & ie Chicago. 
© os BB ccvcsees S. F. Greene & Co........ Metropolitan National Bank. 
IND .... Lawrenceburgh People’s National Bank.. Third National Bank. 
$ 110,000 William Probasco, Pr. Peter Braun, Cas. 
lowa.... Andubon ...... ef Pere ‘Corbin Banking Co. 
William Walker, Pr, A. L. Campbell, Cas. 
KANSAS, Medicine Lodge Medicine Valley Bank..... = = ca ceccccceee 
Mass.... Hudson ....... Hudson National Bank.... = = = —s cccccccncecs 
$ 100,000 Luman T. Jefts, /7. George A. Lloyd, Cas. 
Micu... Benton Harbor. Bank of Benton Harbor... ———— ............ 
Samuel A. Bailey, Pr. James Baley, Cas 
« ... Grand Rapids.. Fourth ne Rank..... hemical National Bank. 
$ 200,000 . B. Watson, /r. I. M. Weston, Cas. 
© oa POBERBic.s cus . First cn! ekwthe. --  .-» . eee tinge atun 
09, 000 Charles Dawson, /r. John D. Norton, Cas. 
a . Port Gane. . Commercial Bank......... Mercantile National Bank. 
$ 50, 000 C. A. Ward, Pr. John W. Porter, Cas. 
MINN... Norwood...... Bank of Norwood......... Metropolitan National Bank. 
(Jas. Slocum, Jr., & Co.) iii ecwatiiiess 
Mo..... Grant City..... Core TR. « o6<600%00< Donnell, Lawson & Simpson. 
$ 70,000 John C. Dawson, /r. William D. Winslow, Cas. 
s .. Kansas City... Citizens’ National Bank... Importers & Traders’ Nat. B’k. 
$ 200,000 Joseph A. Cooper, Pr. Attis A. Whipple, Cas. 
. . Moberly........ Randolph Bank........... Metropolitan National Bank, 
$ 12,500 B. F. Harvey, /7. William J. Hallack, Cas. 
« .. Norborne...... Farmers’ Bank........ ... National Park Bank. 
$ 70,000 R. B. Hudson, /%. W. C. Palmer, Cas. 
e .. Schell City..... Schell City Bank.......... Bank of Commerce, St. Louzs, 
2 se BD wesecccs Rankin, Stevenson & Co... = = =... caerevccee 
s  .. Webb City..... Webb City ee Kountze Brothers, 


NEB.... Kearney....... Robertson Brothers..... “ns National Park Bank. 
N. M... Albuquerque... First National Bank....... § = seescccesecce 
$ 50,000 Mariano S, Otero, Pr. Daniel Geary, Cas. 
» .. Georgetown.... Kennedy & Thobro....... Kountze Brothers. 
N. V0. AIBABY..ccccce JORR F. Smyth, cc. ccccces Hotchkiss, Burnham & Co. 
© ws Bs ccawes Merchants’ National Bank. —s ncaecceeeeee 
$ 100,000 Langley Fullagar, Pr. John H. Lascelles, Cas. 
” . Salamanca..... Salamanca National Bank. == ne ceeceeeees 
50,000 Albert G. Dow, /r. Warren Dow, Cas. 
° . Saratoga Sp’ gs. Citizens’ National Ria ie OR 
$ 100,000 Daniel A. Bullard, Pr. Lester A. Sharp, Cas. 
« .. Tarrytown..... Tarrytown National Bank. National Park Bank. 
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State. Place and Capital. 


OHIO... 
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Bank or Banker. 


Canal Fulton.. E. R. Held............... 
Springfield..... Springfield National Bank. 


NV. Y. Correspondent and Cashier, 


Kountze Brothers- 
National Park Bank, 


. ., $ 100,000 Phineas P. Mast, Pr. Charles A. Harris, Cas. 
PENN... Philadelphia... Cassatt & Co............. Robert Winthrop & Co. 
e oo ee 5 inc ccnnccoccses United States National Bank. 
W. L. Hardison, Pr. B, O. Heasley, Cas. 
° . Saltsburg...... PEs pth ee ewes 
$ 50,000 Archie Deery, ?r. D. O. Brown, Cas. 
TeExas.. Helena........ John Ruckman(Exchange) —~............ 
Wis.... Durand........ Pepin County Bank (A. L. Ward) Jesup, Paton & Co, 
s . Kewaunee...... B’k of Kewaunee (V. Mas hek & Co.) German Exch. Bank. 
WromM.. Rawlins.,...... James France............. Fourth National Bank. 
ee Oa 
CHANGES, DISSOLUTIONS, ETC. 
(Monthly List, continued from Fanuary No., page 565.) 
NEw YORK CiTy....... Bouvier & Wallace; admit Wm. J. Hutchinson as special. 
o a , + ~eeenne W. T. Hatch & Sons; admit Arthur M. Hatch. 
« * - <elieees Hilmers, McGowan & Co.; interest of Wm. H. Colhoun 
ceases. 
7 a t -vexeial Kennedy, Hutchinson & Co.; dissolved. New firm. Same 
style. 
, ° > shneve Lapsley, Field & Co.; now Howard Lapsley & Co. 
Pe ” . w»e0un John Munroe & Co.; admit Edgar Lockwood. 
. s - wencoes Musgrave & Co,; John G. Musgrave retires. Henry Huhn 
and John P. Kelly admitted. 
. . f spews . Netherlands Trading Society ; discontinue New York office. 
P . i ¢neiden Peck & Martin: now Martin & Leask. 
. u cere Phelps, Stokes & Co.; dissolved. 
e ” S succes S. V. White; now S. V. White & Co. 
. . Oe delieees Wood & Davis; now Wood, Huestis & Co. 
s ” Oates I. & S. Wormser; Julius Nathan retires. 
Ata.... Huntsville...... National Bank of Huntsville; capital reduced to $ 50,000. 
Surplus, $ 10,350. 
ee Merchants’ National Bank; went into voluntary liquidation 
December 24, 1881. ° 
ILL. ...- Chicago....... Hide & Leather National Bank; New York Correspondents 
are National Park Bank and Ninth National Bank. 
2 eer Enoch Littlefield ; suspended. 
. . Shelbyville..... W. F. Thornton & Son; dissolved by limitation. Thomas 
M. Thornton continues. Style same. 
Inp .... Indianapolis... Frances Smith; should be Francis Smith & Co. 
’ . La Fayette..... La Fayette Savings Bank; deposits, $484,282. Surplus, 
57,900. 
a Lawrenceburgh. People’s Bank (Probasco, Braun & Co.); now People’s 
National Bank. Same officers. 
Iowa... Brighton ...... Brighton National Bank; went into liquidation Dec. 3, 1881. 
Succeeded by Brighton Bank. Same Cashier and New 
York Correspondent. 
a . Holton......... Holton City Bank; firm now is Hopkins, Taber, Walker 
& Drake. 
Kan.... Centralia..,.... Charles Wake & Co,; out of banking business. 
DS «eeinscessen Strike out Bank of Downs. 
e  .. Frankfort...... Warden & Walker; now J. S. Warden. 
O «a Pees cscs A. Prescott & Co.; now Central Bank; incorporated. 


Same management. 
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Mp. 


eee Baltimore *eeevnve#e 


Mass... Boston........ 


a 


MICH... Cneneyeas ee 


ast Saginaw.. 


.. Grand Rapids. . 


.. Northville ..... 
a= WL acs coes 


.. Schoolcraft..... 
.. Tecumseh ..... 


MINN... Spring Valley. . 


an Marshall Bata ala 


MONT... Butte City..... 


N. J. 


ate enesees 


... Jersey City .... 


N, Y.... Fredonia...... 


.. Sinclairville.... 


N. C.... Salisbury...... 
OHIO... Columbus...... 


PENN... Philadelphia... 
ies a ...- Thomas A. Biddle & Co. ; 

... Cassatt, Dick & Co; dissolved. 
. E. W. Clark & Co.; dissolved. C. H. Clark and F. S, Kim-: 


ee a eee 
.. Pittsburgh..... 


e .. Saltsburg...... 
R.1.... Providence..... 
TEXAS.. Round Rock... 

” IN iin deni 
_ Richmond.. 

Ff == FF ae 


CHANGES, DISSOLUTIONS, ETC. 643. 


Alex. Brown & Sons; admit Alex. Brown. 


Blue Hill National Bank of Dorchester; location and title 


changed to Blue Hill National Bank of Milton. 
G. P. Baldwin & Dillaway; dissolved. H. G, Dillaway and 


T. C. Stearns continue. Same style. 


... Loring & Potter; now Lawrence, Potter & Co. 
. Rogers, Tower, Wood & Co.; now Rogers, Wood, Lo-- 


ring & Co. 

C. H. Venner & Co.; admit Charles A. Vialle. 

Rollo & Hitchcock; sold out. 

Little Jake’s Bank; now Seligman’s Bank of Commerce. 

Farmers & Mechanics’ Bank; now Fourth National Bank. 
Same officers. 

Merchants’ National Bank; voluntary liquidation. Con- 
solidated with First National Bank. 

Lowe, Smead & Co.; dissolved and discontinued. 

A. S. Lapham & Co.; now J. S. Lapham & Co. 

First National Bank (434); rechartered as No. 2607. 
officers. 

E. B. Dyckman & Co. ; succeeded by Nesbitt & Miller. 

People’s Bank (W. C. Fitzsimmons & Co.) ; suspended. 

Bank of Spring Valley ; J. C. Easton retires. W.S. Strong 
admitted. 

Weod & Huston; now incorporated as Wood & Huston 
Bank, Joseph Huston, Pr. Will. H. Wood, Cas. 

S. T. Hauser & Co. ; merged in First National Bank. 

Johnson, Perry & Co.; now F. S. Johnson & Co. — Perry,. 
deceased. 

Bergen Savings Bank; in liquidation. 

Fredonia National Bank; capital increased to $100,000. 

Alonzo Langworthy ; levied upon by Sheriff. 

D, A. Davis, deceased. Now Davis (O. D.) & Wiley. 

Commercial National Bank; paid capital $200,000. 

Charles D. Barney & Co.; admit Spencer Ervin. 

admit W. Lyman Biddle. 

F,. A. Dick settles. 


Same 


ball continue. Same style. 


. Craig, Heberton & Co.; admit Ringgold W. Lardner. 


Real Estate Savings Bank; now adds ‘‘ Limited ” to title. 

Farmers & Merchants’ Bank; now First National Bank. 
Same Cashier and capital. 

Chace, Watson & Butts; now Chace & Butts. 

George M. Dilley & Co.; discontinued banking at this 
point. 

Oliver & Griggs; sold to J. L. & L. P. Smith and D. M. 
Pendergast. 


.. Merchants’ National Bank; surplus now §$ 40,000. 


Simeon Jones & Co. ; succeeded by D. C. Clinch. 


ee ae 


WHO ARE THE KINGS OF WALL STREET ?—In a photographic engraving just 


executed for Root & Tinker, they are grouped together thus : 


derbilt, Russell Sage, Cyrus W. Field, D. O. Mills, August Belmont, Jay 


William H. Van- 


Gould, James R. Keene, Rufus Hatch, George W. Ballou, and Sidney Dillon. 
These worthies are robed in ‘‘ purple and fine linen,” and the face of each will 


be readily recognized. 
making art, whose names have become as familiar to the people as that of the 


President, or the most noted politicians. 


It is an interesting picture of men eminent in the money- 


It is an appropriate engraving to put 


in offices of those who are engaged in financial business. The price announced 
in the advertisement at end of this number seems very moderate for so hand- 


some a picture. 







































a as ee tes! Se 


ore aiid Setcsa 


Saal Sebre ce ta etka tit b> ioe BRR rey ort opel hg tga ag! 
Se ee Sn on 


hinwtive thet, 2 Siete eae 


ee 





2 sie a Page Ree Nig Bes, Sez 


oe Regge 


oe 
ty 
aft 
i 





Sesh Ot, See 














SB ee Beh Se. Shit ay SE eee - EE ee 2 ESE Oe ae Fe FS ee 
S fe at) = etsvEer st SEs, BEE 


THE BANKER’S MAGAZINE, 


OFFICIAL BULLETIN OF NEW NATIONAL BANKS. 


( Continued from Fanuary No., page 564.) 


Capital 
No. Name and Place. President and Cashier. Authorized, 
2606 Manistee National Bank......... Richard G. Peters, 
Manistee, MICH. George M. Burr. $ 100,000 
2607 First National Bank............. Charles Dawson, 
Pontiac, MICH. John D. Norton. 100,000 
2608 Lincoln National Bank......... Thomas L. James, 
New York, N. Y. Joseph H. B. Edgar. 300,000 
2609 First National Bank............. Archie Deery, 
Saltsburg, PENN. D. O. Brown, 50,000 
2610 Salamanca National Bank....... Albert G. Dow, 
Salamanca, N. Y. Warren Dow. 50,000 
2611 Fourth National Bank........... A*®B. Watson, 
Grand Rapids, MICH. Il. M. Weston, 200,000 
2612 People’s National Bank.......... William Probasco, 
Lawrenceburgh, IND. Peter Braun. 110,000 
2613 Citizens’ National Bank....... .- Joseph A. Cooper, 
Kansas City, Mo. Attis A. Whipple. 200,000 
2614 First National Bank............. Mariano §. Otero, 
Albuquerque, N. M. Daniel Geary. 50,000 
2615 Citizens’ National Bank......... Daniel A. Bullard, 
Saratoga Springs, N. Y. Lester A. Sharp. 100,000 
2616 Exchange National Bank........ Francis Ferry, 
Cincinnati, OHIO. John M. Blair. 500,000 
2617 State National Bank............. Eugene Bremond, 
Austin, TEXAS. Everard T. Eggleston. 100,000 
2618 Hudson National Bank.......... Luman T. Jefts, 
Hudson, Mass. George A. Lloyd. 100,000 
2619 Merchants’ National Bank....... Langley Fullagar, : 
Dunkirk, N. Y. John H. Lascelles. 100,000 
2620 Springfield National Bank....... P. P. Mast 
Springfield, OHIO. ‘Charles A. Harris. FOO ,000 





IMPORTANT BANK-TAX DECISION.—The Legislature of this State passed an 
act on May 13, which attempted to cure the invalidity of the assessment of 
National-bank stock for State taxation. That act declares that ‘‘ the amounts 
of all assessments attempted to be levied and taxes imposed upon the share- 
holders in National and State banks in Albany during the year 1880, as now 
appears on the assessments roll in the Sixth ward of said city, are hereby as- 
sessed and levied upon such shareholders whose names now appear in said 
assessment roll.”” Judge Wallace, of the United States District Court at Syra- 
cuse, Says, in ar opinion just given, in a suit involving the validity of this act, 
that notwithstanding the great reluctance with which such a conclusion is reached, 
the act must be pronounced in excess of the legislative power ; that conced- 
ing the almost unlimited power of the Legislature over taxation, the act is an 
unprecedented exercise of that power; that it is in effect a legislative assess- 
ment of a tax upon a selected body of individuals without apportionment or 
equality, and without giving them an opportunity to be heard. A decree was 
ordered restraining defendant from all proceedings to enforce the tax as against 
the complainant, with costs. It is quite probable that the case will be appealed 
to the Supreme Court of the United States.—Syracuse Herald, 
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NOTES ON THE MONEY MARKET. 
NEW YORK, JANUARY 31, 1882. 
Exchnge on London at sixty days’ sight, gold 4.84. 


The money market, which for several months was very stringent, is finally in 
an easier condition. The disbursements by the Government, the payment of 
dividends at the beginning of the year, and the return of money from the West 
and from other quarters has had the effect of lowering rates. Money has been 
very tardy in coming back to New York, and even now the inflow is much less 
than that of previous years. Elsewhere we have tried to show why it is moving 
eastward so slowly. 

Notwithstanding the abundance of money there are those who expected that 
rates would go lower. The truth seems to be, business is good and borrowers 
can afford to pay round prices, and so lenders are inclined to demand them, 
although they have an ample supply of money. During the latter part of Janu- 
ary, while call loans continued very easy, there was a noticeable hardening of the 
time-money market. The common rate on call was four per cent., with higher 

nd lower variations, but not much money on time could be obtained below five 
per cent., and even at that rate prime collateral securities were required. 
More often six per cent. was demanded. 

The advance in the rates of exchange to the specie-exporting point, though 
not sudden, will doubtless be an unpleasant surprise to many. For months 
the lesson of warning might be read in the history of the foreign-trade move- 
ments of the country. Our exports have been declining, and our imports have 
been increasing. For the former event we can thank the speculators who have 
manipulated the markets in such’a way as to kill out the exportation of our 
surplus products which can neither be marketed nor consumed at home. By 
and by when the American producer finds that he cannot sell a considerable 
portion of his products except at a heavy decline, and that the high figures 
marked up by an extraordinary manipulation of the market were only figures and 
not sales, he will have his eyes opened to the real worth of the speculator to 
mankind. 

Of course, with a constant decline in exports and a rapid increase in imports, 
the balance of trade was sure to turn against us sooner or later. At the close 
of the year the rates of exchange were $4.80 and $4.84, which gradually went 
to $4.85 and $ 4.89% by the 24th of January—a sure precursor of the change 
that was coming over all the markets. The movements of merchandise at the 
port of New York, imports and exports, since the beginning of the year to 
January 3oth, left a balance against it of $15,067,466, as will be seen from an 
examination of the following table: 








IMPORTS, 
1881. 1882. Differences. 
Specie. ccccccccccccccccccs eecane cece ee $4,181,058 .-. $339,075 .. — $3,841,983 
Merchandise. ... .cccccce....ccccceees + 30,984,572 37,166,137 .. -+ 6,181,565 
Total lemports.occccccccccces -oce $95,268,690 $ 37,505,212 + $2,339,582 


aeye Aue = a eames eeaalt so Baht) areaehiet ince 2 


me 75 


2 


ods at 


MELO ALT AES OER APTS Ey LE Ta TE: 


SA SEES i A Re Ae Ee RRR ee = ee vege een om 


Pest ste: Sees at de Wo one et 


ne es ss 


sparse ets SA: 





FRE ee 


eS ee ee aed 


BANKER’S MAGAZINE. { February, 


EXPORTS. 
1881. 1882. Differences. 
$753,375 -- $1,068,677 .. + $335,302 
24,763,732... 21,369,069 .. — 3,394,663 


IIR 6 ics a ccscce nde esceee $25,497,107 $22,437,746 — $3,059,361 

Total balance against this port...... -» $9,668,523 .. $15,067,466 .. + $5,398,943 

Merchandise balance against this port. 6,220,840 .. 15,797,008 .. + 9,576,228 

‘The continuance of this state of things must affect prices, to reduce them. 
This is the tendency in the grain markets, while an open winter is an additional 
cause for reducing the price of coal. The stock market is feeling the influence 
of the altered situation, and notwithstanding the settlement of the railroad war 
among the trunk lines and a determined effort to advance prices, these do not 
respond to the movements of the operators for a rise. Doubtless, the fear of 
the return of a large amount of securities from abroad, if the monetary situation 
in Paris does not become easy and settled, has the effect of depressing, to 
some extent, the prices of stocks and keeping the market weak. 

The prices of Government bonds remain about the same, though falling off 
‘slightly toward the close of the month. The expectation that large amounts 
would be presented, under the recent calls of the Secretary of the Treasury, 
after the owners had held them as long as was necessary for tax purposes has 
not been realized. They come in very slowly, and it should seem as though 
the Treasury department would be obliged to make some other regulation in 
order to get hold of them. 

The Treasury department has authorized an interesting statement in respect 
to the effect of refunding fand debt payments during the year which may be 


briefly put as follows: 








PRINCIPAL, 
Fan. 1, 1881. Jan. 1, 1882. 
Ee oie eiibuins aut aehmabe enentelle we eae $ 202,000,000 eure $ 159,000,000 
ie aie tah ak Kae RE MibNS Kad aaah 506,000,000 citi 401,000,000 


rat a ia ie ee gies he sae $ 708,000,000 een $ 560,000,000 








ANNUAL INTEREST. 
Fan, 1, 1881. Fan. 1, 1882. 
I ie tee eben ente wens paw seahcneuls $ 12,120,000 hie $ 5,580,836 
25,300,000 — 14,035,000 


ee oe 


oo ails i pai tae diene aeiek $ 37,420,000 onan $ 19,615,836 
While reducing the principal of the debt about $ 148,000,000, the Govern- 
ment has reduced the interest $18,800,000 yearly—about § 10,000,000 by re- 


funding and the rest by payment of principal. 
Turning now to the condition of the banks it is gratifying to notice the 


-arge gain in their reserves which puts them so far beyond the limit of the 
aw. The following statistics relating to the condition of the New York banks 


for the last three years will be found interesting : . 

Fan, 31, 80. Fan. 29, 81. Fan. 28,82. 

$ 283,194,500 .. $ 310,682,200 .. $322,966,500 

Specie 50,312,800 .. 66,264,100 .. 68,355,600 
Ns nb éscdceteeeessatareus 18,586,000 .. 17,287,900 .. 19)773,600 
Deposits 259,675.900 .. 302,512,300 .. 316,109,400 
Circulation 21,529,900 .. 18,330,700 .. 20,040,800 
sc vccccccucsceceseccecses ss -- 60,475,200 .. 60,475,200 .. 61,375,200 
Clearances week 772,270,895 -- 9551459473 --  9975312,340 
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The following shows the relation between the total reservat and the total 


deposits for the past three years : 
Fan. 31, 1880. Fan. 29,1881. Fan. 28. 1882. 

















Specie...... oveeees a ae eT $50,312,800 .. $66,264,100 .. $68,355,600 
i ecgiice nbedan a entails 18,586,000 .. 17,287,900 .. 19,773,000 
Ce eee re $68,898,800 .. $83,552,000 .. $88,129,200 
Keserve required against deposits... 64,918,975 .. 75,628,075 .. 79,027,350 
DROUIN PONG OB as coc icv cceses $3,979,825 .. $7,923,925 .. $9,101,850 


This showing makes the total reserve (specie and legal tenders) now 27.88 
per cent, of the total deposits against 27.62 per cent. at the same date last 
year, and 26.53 per cent. for the corresponding week of 188o. 

During January the Pacific National Bank of Boston was resuscitated. Weeks, 
whose heavy borrowings was the prime cause of its fall, has paid in $501,400, 
and given satisfactory guarantees for the balance due which amounts to 
$ 203,600. Other debts amounting to $150,000, which were supposed to be 
bad or doubtful, have been secured, It is reported, too, that nearly all the 
depositors of the Mechanics’ National Bank of Newark have accepted the di- 
rectors’ proposition to take seventy-five per cent. of their claims; it is quite 
probable, therefore, that this bank will be revived. 

Numerous bills are before Congress relating ‘to the banks, ‘some of which 
we have considered elsewhere. These deserve the careful attention of bankers 
While many of the members of that body desire to legislate as wisely as pos- 
sible, there are those whose hostility to the National banking system is not 
concealed. One of the charges they have revived is that the banks were op- 
posed to the three-per-cent.-funding bill last winter on account of the low rate 
of interest prescribed. The truth is the rate mentioned formed no objection 
whatever, it was the fifth clause which made the bill objectionable. 

There has been unusual] excitement in the financial markets at Paris for a 
couple of weeks, which though somewhat abated, is by no means over, 
Speculation has been carried to a great height there, and the crash in stocks, 
which has already taken place, was not unexpected. Two months ago we 
gave an account of the affairs of the Union Generale which is chief author of 
the present trouble. There is a feeling growing, however, that the financial 
troubles impending in Paris are likely to be confined to France, and even there 
will not produce a general explosion. There is such an abundance fof capi- 
tal, and so many of the financial institutions are known to be unquestionably 
sound, that the sinking of the weak ones will not probably impair the 
soundness of the others, 

The reports of the New York Clearing-house banks compare as follows : 


1881. Loans. Specie. Legal 7 enders. Deposits. Circulation. Surplus. 
Dec. 32... $ 315,443,400 . $57,782,500 . $15,942,000 . $289,890,400 . $20,162,400 .$1,251,900 


1882. 
Jan. 7... 319,110,400 . 61,514,000 . 16,€78,800 . 299,500,400 ~. 20,209,009 . 3,317,700 


** 14 +. 319,554,000 . 66,529,200 . 17,574,800 . 307,402,600 . 20,158,600 . 7,253,350 
21... 321,071,800 . 68,764,100 . 18,909,300 . 311,996,100 . 20,001,500 . 9,674,375 
*¢ 28... 322,966,500 68,355,600 19,773,600 . 316,109,400 20,040,800 . 9,101,850 
The Boston bank statement for the past four weeks is as follows; 


188:3. Loans. Specie. Legal Tenders. Deposits. Circulation. 
Dec.. 31....+++ $151,590,64t .. . $7,266,100 ... $5,040,400 ---- $96,674,600 .... $32,095,300 


6 


Ss: . Bisaxe e+ 152,286,000 «+--+ 7,647,500 -+++ 45731;400 -+.+ 973342,500 ..++ 31,191,100 
— Toe 153,137;700 ..++ 7,553,000 ... 4,648,300 .... 97,604,600 .... 32,282,606 
 Dcasas 152,563,200 .... 7,468,200 .... 4,669,500 ..-- 96,721,900 ..-. 32,128,800 


a nee 152,351,900 .... 7,387,700 .... 4,888,200 .... 96,£339400 .... 31,379,300 
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1881, Loans. 
BDSG. Blo. cccccs # 73,755,991 
1882, 
ae 74,089,072 
Cf Ths cecsees 74,165,142 
$f = Bee -cocce 74:590,237 


** Bo eeseees 7594455389 


prices : 

3 

>» © 

Name. xz n) 
Albany & Susq....135 +120 
Alton i: & aaae 774%4+- 39 
ss) Pref, 43% - 85 
Buf., P. & Wn. RR 60 . 37 
Cedar Falls........ ae 16 


Canada Southern ..90 + 50 
Goon Gee Ce ET... BORK. «Be 
od C. &1.C ..... 32 44, . 18% 


Chic. & Rock Isl’d. 14854 « 129 
Chicago & Alton...156 .127 
rf. 15814 - 140 


prf.1og%. gt 
Chic & N_ _ aa 136.117 


Chic., Mil. &St. P.r2zg yy . 101% 
Del., L. & West ..131 . 107 


Den.& Rie Grande. 113%. 
Hous. & Texas...106 . 63 


Fh 


«eI2I 


pr ‘ 
Ilinois Central....146% . + 


L. Erie & West.. 65%. 32 
St. peu & Nash. t104%. 79 
: Chic...117%. 50 





Met. Railway..... 126 . 77% 
Michigan Central. "126% ‘ ie 









1881, were 113,522,375 shares. 


Central Pacific. . “00% - 80%. 


%. 
cease aisle 18214 : 133% : 


C., St. P., M. &O. st . 33%. 


prf.147% . 131% ° 
“ pri.zgo. . 1163 , 
Del. ’® H | are 115% - 897% ; 


Han. & St. Jo ee 44% 


i i Wo ccs us 57%. 38%. 


Lake ee si itil 135%. 112% . 
Manhattan Railw. 59%. 15%. 


Reserves. 


eoee $16,708,715 


= 179439,33! see 

soos 17,897,248 cece 

cee 18,120,556 occe 
173921 ,932 


QUOTATIONS : Fan. 7. 
U. S. 6s, 1881, Coup... 100% .. 
U.S. 4%%s, 1891, Coup. 11498 
U.S. 4s, 1907, Coup... 7k .. 
West. Union Tel. Co.. 814 
N. Y. C. & Hudson R. 12934 
Lake Shore.......+++. 11596 
Chicago & Rock Island 131% .. 
New Jersey Central... 91% .. 
Del., Lack. & West.... 124% .-- 
Delaware & Hudson.. 107% 
PGE, ccccccsseosces 6634 
North Western........ 125 
Pacific Mail.........+ 41% 
BeiCoccccccccccccccce: 39% 
DSSOUEES 00. ccccesees 6 @ 6% 
Call Loans.....e-+++. 3@5 
Bills on London...... +4804 @4.84%.. 
Treasury balances,coin $ 75,974,443 . 

Do. do. cur. § 4,324,992 .. 


mS m6 
a) _ © 
& % 2 
\4 \ Lad 
Q Q 
130 119 
47 40% 
85% 111 
42%, — 
2038. 18 
g2 927% 
524+ 74 


13 + 154 
158 158 
36 48% 


Name. 


. Mobile & Ohio 


. Mo., Kan. & Tex.. 
Morris & Essex.. 
. Mo. & Pacific. 


. Mem. & Chas. 


.. Nash.Chat.& St. L102 
. N. Jersey Central..112 


"N.Y. Elevated... .130% 
; N, LY. L. =o 52%- 


Northern Pacific, 
% * Y., Ont. & 


Ohio Central. 


.. Oreg. R. & Nav. ..390 
4 Ohio & Mississippi. 60 . 


"” Pull. Palace C., 
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Highest. 


Wn. 43 


en 


. Philad. & Reading. 74%. 


127% .109% .. Peoria, Dec. & Ev. 57%. 
107% 924 .. Roch. & Pitts..... 50 
69% 86144 .. Rome, W. & Ug... 50 
73 73 +. Richmond & Al.... 80 
95 48% .. Rich. & Dan.........173 


34. + «42% 
101%. &9 
Jo. .° 

112% . 134% 
54 - 34 
86% . 107 
86 . 125 


.. Rich. & W. Point. .174% . 
. SL. &S. F, ist prf.115% , 


. Texas & Pacific.... 73%. 


. Union Pacific...... 131% 

‘ Wab. , =. L. & P.. 60 

- prf. 96% 

, pad Dist. Tel nen 74% » 

, West. Union Tel...120% . 

, ” Of. O.. 26 -. 
Pacific Mail... .... 6244. 


We append the usual quotations of leading nadie for the sents 


{ February. 


The Clearing-House exhibit of the Philadelphia banks is as annexed : 


Deposits. Circulation. 
$ 64,218,976 $ 1,117,501 
64,689,537 1,137,034 
65,113.77! ooo tL, I33,986 
65,415,064 pein 21,086,156 
65,869,403 Cf, 39,641 
Jan. 14s Fan, 21. Fan, 340. 
100% .. 101 100% 
114% >. 114% 115 
118% 11836 118% 
8134 8056 79% 
135 1334 - 1294 
115% 11434 os 110 
134% 134 133 
95% 96% 94% 
12598 124% 124% 
108 106% 106% 
62% 65 61% 
127% 126% 129% 
42% 41% 41% 
42% 414 .. 39% 
5 @ 6 5@ 5% -- 5 
4@5 4@s5 + 5@6 
> 4: 824. @s. — 4-3344@4.87% 4.844%@4.89% 
- $75,377:898 -- $74,049,860-.. $75,440,984 
$4,694,818 .. $4,545,263. $ 4,849,196 


The total sales of stocks at the New York Stock Exchange, for the year 
The following table shows the yearly range of 


= Ss: fy 
3 6B ge 
S yu y 
N 8 -) 
184%. 35%. 22% 
344%a- 304%4- 45% 
118 r21% . 121% 
85 ior .-= 
4t 724%. — 
63 » 374%.» 75 
82%. 91%. 84% 
130% . £31 15458 
96 .105 .32%4 
39%. 40%. 50% 
$o%. 90% 
33% - 364%. 34 
64%. 75% - 606% 
25%. 27%. 30% 
20 2338. 24 
134-134 - 134% 
35 36% . 3814 
934%. 100 00 
120 135 146 © 
50 674%. 51% 
27% 7 281% 
22 254. — 
22 22 30 
35 4° =r 
994@.173 2. — 
122 174%. — 
go .104%. 99 
41%. 48%. 42% 
105% . 116% pet 
33% - 37. + 45 
64% i . 86% 
31 . 3 55 
fo%. — 81% 
77 194%. — 
39 41 81 

















